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Approval  of  annual  financlal  statements 


I am  responsible  for  the  preparation  of  these  annual  financial  statements,  which  are  set  out  on  pages  5 to  44,  in  terms  of 
Section  126(1)  of  the  Municipal  Finance  Management  Act  and  which  I have  signed  on  behalf  of  the  Municipality. 

I certify  that  the  salaries,  allowances  and  benefits  of  Councillors,  as  disclosed  in  note  26  of  these  annual  financial 
statements  are  within  the  upper  limits  of  the  framework  envisaged  in  Section  219  of  the  Constitution,  read  with  the 
Remuneration  of  Public  Officer  Bearers  Act  and  the  Minister  of  Provincial  and  Local  Govemment’s  determination  in 
accordance  with  this  Act. 
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Mthonjaneni  Municipality 

STATEMENT  OF  FINANCIAL  POSITION 

as  at  30  June  2014 

Note 

2014 

Restated 

2013 

ASSETS 

Current  assets 

R 

58  463  849 

R 

84  195  016 

Cash  and  cash  equivalents 

2 

20  266  665 

721 

Trade  and  other  reoeivables  from  exchange  transactions 

3 

2 B35  972 

2 525  591 

Other  receivables  from  non-exchange  transactions 

5 

8 870  201 

14  220  298 

Inventories 

6 

620  614 

408  406 

Investments 

7 

25  870  397 

67  040  000 

Non-current  assets 

150  440  099 

124  967  263 

Property,  plant  and  equipment 

8 

143  860  096 

117  299  531 

Intangible  assets 

9 

159  145 

40  754 

Investment  property 

10 

2 449  250 

2 490  079 

Heiitage  Assets 

12 

589 

589 

Biological  Assets 

11 

3 971  018 

5 136  310 

Total  assets 

208  903  948 

209  162  279 

LIABIUTIES 

Current  liabilities 

5 072  635 

18  463  942 

Trade  and  other  payables  from  exchange  transactlons 

13 

3 710  472 

2 877  627 

Consumer  deposits 

14 

1 016  226 

1 002  240 

Current  provisions 

15 

345  937 

_ 

Lfnspent  conditional  grants  and  receipts 

16 

- 

13  526  452 

Bank  Overdraft 

- 

1 057  623 

Non-current  liabilities 

6 911  810 

5 761  040 

Non-current  provisions 

17 

4 615  810 

3 449  040 

Defined  benefit  plan  obligations 

42 

2 296  000 

2 312  000 

Total  liabilttles 

11  984  445 

24  224  982 

Net  assets 

196  919  503 

184  937  297 

NETASSETS 

Accumulated  surplus  / (deficft) 

196  919  503 

184  937  297 

Total  net  assets 

196  919  503 

184  937  297 
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Mthonjaneni  Municipality 
STATEMENTOF  FINANCIAL  PERFORMANCE 
fbrthe  year  ending  30  June  2014 

Note 

2014 

Restated 

2013 

R 

R 

Revenue 

Revenue  from  exchange  transactions 

27  478  042 

24  906  025 

Service  charges 

19 

19118  537 

17  774  835 

Rental  of  facilities  and  equipment 

20 

244  721 

498  156 

Interest  earned  - externai  investments 

21 

4 209  775 

3 409  693 

Lioences  and  perrrrits 

2 441  629 

2 795  475 

Other  inoome 

24 

1 463  380 

427  866 

Revenue  from  non  exchange  transactlons 

70  681  754 

73  244  311 

Property  rates 

18 

6 978  531 

7 085  283 

Property  rates  - penalties  imposed  and  collection  charges 

18 

527  353 

336  506 

Fines 

22 

15  883  762 

2 461  971 

Government  grants  and  subsidies 

23 

47  292  108 

63  360  549 

Total  revenue 

98  159  796 

98  150  336 

Expenses 

Employee  nelated  costs 

25 

19  649  413 

15107  723 

Remunenation  of  coundllors 

26 

2 643  195 

2 666  396 

Impairment  ioss 

4 

1 767  654 

Coiiection  costs 

36 

58  970 

Depredatron  and  amortisation  expense 

27 

3 072  835 

3 198  958 

Repairs  and  maintenanoe 

34 

2 114  893 

2 191  992 

Bulk  punchases 

28 

16  887  374 

14  295  429 

Contracted  services 

29 

4 0-40  941 

3 204  341 

General  expenses 

30 

35  859  640 

22  886  028 

Total  expenses 

86  235  844 

63  609  837 

Gain  / (loss)  on  sale  of  assets 

31 

43  396 

(257) 

(Deficit)/Surplusfrom  discontinued  operations 

40 

- 

13  318 

Surplus  / (deficit)  for  the  period 

11  967  349 

34  540  499 
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Mthonjaneni  Municipality 

STATEMENT  OF  CHANGES  IN  NET  ASSETS 

as  at  30  June  2014 
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Mthonjaneni  Municipality 

ACCOUNTfNG  POLICJES 

fbr  the  year  ending  30  June  2014 

1 BASIS  OF  ACCOUNTING 

1.1  BASIS  OF  PRESENTATION 


These  annual  financial  statements  have  been  prepared  in  acoordance  with  Generally  Recognised  Accounting 
Practice  (GRAP),  issued  by  the  Accounting  Standards  Board  in  accordance  with  Section  122(3)  of  the  Munidpal 
Finance  Management  Act,  (Act  No  56  of  2003). 

The  principal  accounting  policies  adopted  in  the  preparation  of  these  annual  finandal  statements  are  set  out 
below. 


Assets,  liabilities,  revenues  and  expenses  have  not  been  offset  except  when  offsetting  is  required  or  permitted 
by  a Standard  of  GRAP. 

The  accounting  policies  applied  are  consistent  with  those  used  to  present  the  previous  year's  financial 
statements,  unless  explicltly  stated.  The  details  of  any  changes  in  accounting  policies  are  explained  in  the 
relevant  policy. 

1.2  PRESENTATION  CURRENCY 

These  annual  financial  statements  are  presented  in  South  African  Rand,  which  is  the  functional  currency  of  the 
municipality. 

1.3  GOING  CONCERN  ASSUMPTION 

These  annual  financial  statements  have  been  prepared  on  the  assumption  that  the  municipality  will  oontinue  to 
operate  as  a going  concem  for  at  least  the  next  12  months. 

1.4  COMPARATIVE  INFORMATION 

Budget  information  in  accordance  with  GRAP  24,  has  been  provided  to  these  financial  statements  and  forms 
part  of  the  audited  annual  finandal  statements. 

When  the  presentation  or  classification  of  items  in  the  annual  financial  statements  is  amended,  prior  period 
comparative  amounts  are  restated.  The  nature  and  reason  for  the  redassification  is  discfosed.  Where 
accounting  errors  have  been  identified  in  the  current  year,  the  correction  is  made  retrospectively  as  far  as  is 
practicable,  and  the  prior  year  comparatives  are  restated  accordingly.  Where  there  has  been  a change  in 
accounting  policy  in  the  current  year,  the  adjustment  is  made  retrospectiveiy  as  far  as  is  practicable,  and  the 
prior  year  oomparatives  are  restated  accordingly. 


1 .5  Value  Added  Tax  (VAT): 

The  municipality  accounts  for  VAT  on  accrual  basis,  based  on  the  approval  reoeived  from  the  Commissioner  for 
South  Afhcan  Revenue  Services  to  an  application  by  the  Municipality,  pemnission  has  been  given  to  remit  or  claim 
for  value  - added  tax  on  the  payments  basis  for  debtors  and  creditors. 


1.6  STANDARDS,  AMENDMENTS  TO  STANDARDS  AND  INTERPRETATIONS  ISSUED 


EFFECTIVE 

The  following  GRAP  standards  and  interpretations  are  newiy  effective  and  have  been  adopted  by  the 
rnunicipality: 

Standards 

GRAP  25  - Empolyee  Benefits 

GRAP  31  - Intangable  Assets,  Repiacing  GRAP  102 

Interpretations 

IGRAP  16  - Intangable  Assets  - Website  cost 

IGRAP  1 - Applying  Probabiiity  test  on  Initial  Recognition  of  Revenue 


NOT  YET  EFFECTIVE 

The  following  standards,  amendments  to  standands  and  interpretations  have  been  newly  issued  but  are  not  yet 
effective  and  have  not  been  early  adopted  by  the  municipaljty: 

Standards 

GRAP  32-  Service  Concession 
GRAP  108  - Statutory  Reoeivables 

Interpretatlons 

IGRAP  17  - Service  Conoession  Arrangements  Where  Controls  a Significant  Residual  Intenest  in  an  Asset 


The  following  standards,  amendments  to  standards  and  interpretations  have  been  issued  but  are  not  yet 
effective  and  have  not  been  early  adopted  by  the  municipality: 

Standards 

GRAP  18  - SegmentReporting 
GRAP  20  - Relating  Party  Disclosure 

GRAP  105  - Transfare  of  Functions  Between  Entities  under  Common  Control 

GRAP  106  - Transfare  of  Functions  Between  Entities  Not  under  Common  Control 
tiKAP  iu/-Mergers 

linpact  on  adobtion 

GRAP  32-  Service  Concession 

A servioe  concession  arrangement  is  an  arrangement  whereby  a government  or  other  public  sector  body 
contracts  with  a private  operator  to  develop  (or  upgrade),  operate  and  maintain  the  grantor's  infrastructure 
assets  such  as  roads,  bridges,  tunnels,  airports,  energy  distribution  networks.  prisons  or  hospitals.  The  grantor 
controls  or  regulates  what  servioes  the  operator  must  provide  using  the  assets,  to  whom,  and  at  what  price,  and 
also  controls  any  significant  residual  interest  in  the  assets  at  the  end  of  the  temn  of  the  arrangement. 

The  municipallty  do  not  have  the  arrangement  of  this  nature  therefore  the  adoption  of  which  will  have  no  impact. 


GRAP  108  - Statutorv  Receivables 

Statutory  receivables  are  receivables  that  arise  from  legislation,  supporting  regulations,  or  sfmilar  means  and 
require  settlement  by  another  entity  in  cash  or  another  financial  asset.  The  transaction  amount  (for  purposes  of 
this  Standard)  fbr  a statutory  receivable  means  the  amount  specified  in,  or  calculated,  levied  or  charged  in 
accordance  with,  legislation,  supporting  regulations,  or  slmilar  means. 

The  adoption  of  this  standard  will  have  no  financlal  imapact  only  the  presantation  and  disdosuse  on  the  AFS. 

GRAP  18  - Segment  Reporting 

A segment  is  an  activity  of  an  entity  that  generates  economic  benefits  or  service  potential  (including  economic 
benefits  or  service  potential  relating  to  transactions  between  activities  of  the  same  entity)  whose  results  are 
regularly  reviewed  by  management  to  make  dedsions  about  resources  to  be  allocated  to  that  activity  and  in 
assessing  its  performance  and  for  which  separate  financial  information  is  available. 

The  munidpality  do  not  have  segment  therefore  there  wiil  be  no  impact  on  adoption  of  this  standard. 


GRAP  20  - Relating  Party  Disclosure 

Related  Party  Disclosures  requires  dlsclosures  about  transactions  and  outstanding  balances  with  an  entity's 
related  parties,  The  standard  defines  various  classes  of  entities  and  people  as  reiated  parties  and  sets  out  the 
disdosures  required  in  respect  of  those  parties,  including  the  compensation  of  key  management  personnel. 


The  adoption  of  thfs  standard  will  have  no  finandal  imapact  only  the  presantation  and  disclosuse  on  the  AFS. 


GRAP 105  - Transfare  of  Functions  Between  Entities  under  Common  Control 

The  municipality  do  not  have  the  entity  under  its  cotrol  therefore  the  adoption  of  GRAP  105  will  have  no  impact 
on  nunicipalities  operations  nor  reportings 


GRAP  106  - Transfare  of  Functions  Between  Entfties  Not  under  Common  Control 

A transfer  af  funcitons  is  the  reogamisational  and/or  re-allocation  of  functions  between  entities  by  transferring 
functions  between  entities  or  into  another  entity. 
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The  municipality  do  not  have  functions  that  will  be  transferred  to  or  from  another  entity  therefbre  adobtion  of 
GRAP  106  will  have  not  impact. 


GRAP  107  - Mergers 

A merger  is  the  establishment  of  a new  combined  entity  in  which  none  of  the  fbrmer  entities  obtain  control  over 
any  other  and  no  acquirer  can  be  identified, 

The  adoption  of  GRAP  107  will  result  in  an  increase  in  Assets  and  liabilities. 


1.7  EVENTS  AFTER  REPORTING  DATE 

Events  after  reporting  date  that  are  classified  as  adjusting  events  are  accounted  for  in  the  annual  financiai  statements. 
The  events  after  the  reporting  date  that  are  classified  as  non-adjusting  events  have  been  disclosed  in  the  notes  to 
the  annual  financial  statements. 

1.8  COMMITMENTS 

Items  are  classified  as  commitments  where  the  municipality  commits  itself  to  future  transactions  that  will  result  in  the 
future  outflow  of  resources. 

1.9  BUDGET  INFORMATION 

Budget  infonmation  in  accordance  with  GRAP  24,  has  been  provided  to  these  financlal  statements  and  forms 
partof  the  audited  annual  financial  statements. 


2 2 PROPERTY,  PLANT  AND  EQUIPMENT 

2.1  INITfAL  RECOGNITION 

Property,  pfant  and  equipment  are  tangible  non-current  assets  (including  infrastructure  assets)  that  are  held  for 
use  in  the  production  or  supply  of  goods  or  services,  rental  to  others,  or  for  administrative  purposes,  and  are 
expected  to  be  used  during  more  than  one  year.  Items  of  property,  plant  and  equipment  are  initially  recognised 
as  assets  on  acquisition  date  and  are  initially  recorded  at  cost  The  cost  of  an  item  of  property.  plant  and 
equipment  is  the  purchase  price  and  other  oosts  attributable  to  bnng  the  asset  to  the  location  and  condition 
necessary  for  it  to  be  capable  of  operating  in  the  manner  intended  by  the  municipality.  Trade  discounts  and 
rebates  are  deducted  in  arriving  at  the  cost.  The  cost  also  includes  the  necessary  costs  of  dismantling  and 
removlng  the  asset  and  restohng  the  site  on  which  it  is  located. 

V7hen  significant  components  of  an  item  of  property,  plant  and  equipment  have  different  useful  Nves,  they  are 
accounted  for  as  separate  items  (major  oomponents)  of  property,  plant  and  equipment. 

V/here  an  asset  is  aoquired  by  the  municipality  for  no  or  nominal  consideration  (i.e.  a non-exchange 
transaction),  the  cost  is  deemed  to  be  equa!  to  the  fair  value  of  that  asset  on  the  date  acquired. 


V/here  an  item  of  property,  plant  and  equipment  is  acquired  in  exchange  for  a non-monetary  asset  or  monetary 
assets,  or  a combination  of  monetary  and  non-monetary  assets,  the  asset  aoquired  is  initially  measured  at  fair 
value  (the  cost).  If  the  acquired  item's  feir  value  was  not  determinable,  it's  deemed  cost  is  the  carrying  amount  of 
the  asset(s)  given  up. 

IVajor  spare  parts  and  servicing  equipment  qualify  as  property,  pfant  and  equipment  when  the  municipality 
expects  to  use  them  during  more  than  one  period.  Similarly,  if  the  major  spare  parts  and  serviclng  equipment 
can  be  used  only  in  connection  with  an  item  of  property,  plant  and  equipment,  they  are  accounted  for  as 
property,  plant  and  equipment. 

2.3  SUBSEQUENT  MEASUREMENT  - COST  MODEL 

Subsequentto  initial  recognition,  items  of  property,  piant  and  equipment  are  measured  at  cost  less  accumuiated 
depreciatfon  and  impairment  iosses.  Land  is  not  depreciated  as  it  is  deemed  to  have  an  indefinite  useful  fife. 

VVhere  the  munidpaltty  replaces  parts  of  an  asset,  it  derecognises  the  part  of  the  asset  be  ng  replaced  and 
capitalises  the  new  component.  Subsequent  expenditure  incurred  on  an  asset  is  capitalised  when  it  increases 
ths  capacity  or  future  economic  benefits  associated  with  the  asset. 

2.4  DEPRECIATION  AND  IMPAIRMENT 
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pepreciation  is  calculated  on  the  depreciable  amount,  using  the  straight-line  method  over  the  estimated  usefui 
lives  of  the  assets.  Components  of  assets  that  are  significant  in  reiation  to  the  whole  asset  and  that  have 
diffsrent  useful  lives  are  depreciated  separately.  The  annual  depreciation  rates  are  based  on  the  following 
estimated  average  asset  lives: 


Infrastructure 

Dwefings 

30 

Bjs  shelters 

15 

Electricity  infrastmcture 

T "ansfbrmers 

50 

Cables 

45 

Lines  overhead 

30 

Feeder  panel  1 1 kv 

40 

Festive  lights 

10 

Roads 

Asphalt  paved 

20 

Asphalt  surface 

50 

Unpaved 

30 

Waste  disposal 

50 

Non  residential  buiidings 

30 

Other 

Advertising  equipment 

5 

Furniture 

7 

Vehicles 

Traffic  equlpment 

7 

Speed  /other  equipment 

5 

Emergency/  Stove  equipment 

10 

Airconditioners 

15 

Street  lights 

40 

Machinery 

4 

Carpots 

15 

Fence 

25 

Double  cabs/  Trailer/TLB 

10 

Motor  vehicles 

7 

Cemeteries  parking 

30 

Cemeteries 

15 

Computer  hadwares 

5 

Computer  equipment 

10 

Network 

7 

2.5  DERECOGNITION 

Items  of  Property,  plant  and  equipment  are  derecognised  when  the  asset  is  disposed  of  or  when  there  are  no 
further  eoonomic  benefits  or  service  potential  expected  from  the  use  of  the  asset.  The  gain  or  loss  arising  on  the 
disposal  or  retirement  of  an  item  of  property,  plant  and  equipment  is  determined  as  the  difference  between  the 
sales  proceeds  and  the  carrying  value  and  is  recognised  in  the  Statement  of  Financial  Performance. 

3 INTANGIBLE  ASSETS 

3.1  INITIAL  RECOGNITION 

An  intangible  asset  is  an  identifiable  non-monetary  asset  without  physical  substance.  Examples  include 
computer  software,  licences,  and  development  costs.  The  munidpality  recognises  an  intangible  asset  in  its 
Statement  of  Financial  Position  only  when  it  is  probable  that  the  expected  future  economic  benefits  or  service 
potentia!  that  are  attributable  to  the  asset  will  flow  to  the  municipality  and  the  cost  or  fair  value  of  the  asset  can 
be  measured  reliably. 

Internally  generated  intangible  assets  are  subject  to  strict  reoognition  criteria  before  they  are  capitalised. 

• Research  expenditure  is  never  capitalised,  while  development  expenditure  is  only  capitalised  to  the  extent  that: 

' the  municipality  intends  to  complete  the  intangible  asset  for  use  or  sale; 

* it  is  technically  feasible  to  complete  the  intangible  asset; 

‘ the  municipality  has  the  resources  to  complete  the  project;  and 

• it  is  probable  that  the  municipality  will  receive  future  eoonomic  benefits  or  service  potential. 


Intangible  assets  are  initially  recognised  at  cost. 

Where  an  intangible  asset  is  acquired  by  the  municipality  for  no  or  nominal  consideration  (i.e.  a non-exchange 
transaction),  the  cost  is  deemed  to  be  equal  to  the  fair  value  of  that  asset  on  the  date  acquired. 

Where  an  intangible  asset  is  acquired  in  exchange  for  a non-monetary  asset  or  monetary  assets,  or  a 
combination  of  monetary  and  non-monetary  assets,  the  asset  acqulred  is  initially  measured  at  fair  value  (the 
cost).  If  the  acquired  item's  fair  value  was  not  determinabte,  ifs  deemed  cost  is  the  carrying  amount  of  the 
asset(s)  given  up. 

3.2  SUBSEQUENT  MEASUREMENT  - COST  MODEL 

Intangible  assets  are  subsequently  carried  at  cost  less  accumulated  amortisation  and  impairments.  The  cost  of 
an  intangible  asset  is  amortised  over  the  useful  life  where  that  useful  life  is  finite.  Where  the  useful  life  is 
■ndefinite,  the  asset  is  not  amortised  but  is  subject  to  an  annual  impairment  test. 

3-3  AMORTISATION  AND  IMPAIRMENT 
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Amortisation  is  charged  so  as  to  write  off  the  cost  or  vaiuation  of  intangibie  assets  over  their  estimated  useful 
lives  using  the  straight  line  method.  The  annual  amortisation  rates  are  based  on  the  following  estimated 
average  asset  lives: 

Computer  software  10  years 

The  amortisation  period  and  the  amortisation  method  for  an  intangible  asset  with  a finite  useful  life  are  reviewed 
at  each  reporting  date  and  any  changes  are  recognised  as  a change  in  acounting  estimate  in  the  Statement  of 
Financial  Perfbrmance. 

The  municipaiity  tests  intangible  assets  with  finite  useful  lives  for  impairment  where  there  is  an  indication  that  an 
asset  may  be  impaired.  An  assessment  of  whether  there  is  an  indication  of  possibie  impairment  is  done  at  each 
reporting  date.  Where  the  carrying  amount  of  an  item  of  an  intangible  asset  is  greater  than  the  estimated 
recoverable  amount  (or  reooverable  service  amount),  it  is  written  down  immediately  to  its  recoverable  amount 
(or  recoverable  service  amount)  and  an  impairment  loss  is  charged  to  the  Statement  of  Financial  Performance. 


3.4  OERECOGNITION 

Intangible  assets  are  derecognised  when  the  asset  is  disposed  of  or  when  there  are  no  further  economic 
benefits  or  service  potential  expected  from  the  use  of  the  asset.  The  gain  or  loss  arising  on  the  disposal  or 
retirement  of  an  intangible  asset  is  determined  as  the  difference  between  the  sales  proceeds  and  the  carrying 
value  and  is  recognised  in  the  Statement  of  Financial  Performance. 

, INVESTMENT  PROPERTY 

4.1  INITIAL  RECOGNITION 

Investment  property  includes  property  (land  or  a building,  or  part  of  a building,  or  both  land  or  buildings  held 
under  a finance  lease)  held  to  earn  rentals  and/or  for  capital  appreciation,  rather  than  held  to  meet  service 
delivery  objectives,  the  production  or  supply  of  goods  or  services,  or  the  sale  of  an  asset  in  the  ordinary  oourse 
of  operations. 

At  initial  recognition,  the  municipality  measures  investment  property  at  cost  including  transaction  costs  once  it 
meets  the  definition  of  investment  property.  However,  where  an  investment  property  was  acquired  through  a non- 
exchange  transaction  (i.e.  where  it  acquired  the  investment  property  for  no  or  a nominal  value),  its  cost  is  its  feir 
value  as  at  the  date  of  acquisition. 

The  cost  of  self-constructed  investment  property  is  the  cost  at  date  of  completion. 

4.2  SUBSEQUENT  MEASUREMENT  - COST  MODEL 

Investment  property  is  measured  using  the  cost  model.  Under  the  cost  model,  investment  property  is  carried  at 
cost  less  any  accumulated  depreciation  and  any  accumulated  impairment  losses. 

Depreciation  is  calculated  on  the  depreciable  amount,  using  the  straight-line  method  over  the  estimated  useful 
liyes  of  the  assets.  Components  of  assets  that  are  significant  in  relation  to  the  whole  asset  and  that  have 
different  useful  lives  are  depreciated  separately.  The  annual  depreciation  rates  are  based  on  the  following 
estimated  average  asset  lives; 


S BIOLOGtCAL  ASSETS 

5.1  INITIAL  RECOGNITION 

A biological  asset  or  agricultural  produce  is  reoognised  when,  and  only  when: 

- the  municipality  controls  the  asset  as  a result  of  past  events; 

- it  is  probable  that  future  economic  benefits  associated  with  the  asset  will  flow  to  the  municipality; 

- and  the  feir  value  or  cost  of  the  asset  can  be  measured  reliably. 

5.2  SUBSEQUENT  MEASUREMENT 

Biological  assets  are  measured  at  their  feir  value  less  estimated  point-of-sale  costs. 

The  fair  value  of  the  pine  plantations  is  based  on  the  combined  feir  value  of  the  land  and  the  pine  trees.  The  feir 
value  of  the  raw  land  and  land  improvements  is  then  deducted  from  the  combined  feir  value  to  determine  the  feir 
value  of  the  pine  trees. 

A gain  or  loss  arising  on  initial  recognition  of  agricultural  produoe  at  feir  value  less  estimated  point-of-sate  costs 
is  included  in  profit  or  loss  fbr  the  period  in  which  it  arises. 


8 INVENTORIES 
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6.1  INITIAL  RECOGNITION 

Inventories  comprised  of  consumable  stores,  raw  materials  and  finished  goods.  Inventories  are  initialiy 
necognised  at  cost.  Cost  generally  nefers  to  the  purchase  price,  plus  non  refundable  taxes,  transport  costs  and 
any  other  costs  In  bringing  the  inventories  to  their  current  location  and  condition. 


Where  inventory  is  aoquired  by  the  municipality  for  no  or  nominal  consideration  (i.e.  a non-exchange 
transaction),  the  cost  is  deemed  to  be  equal  to  the  fair  value  of  the  item  on  the  date  acquired. 

6.2  SUBSEQUENT  MEASUREMENT 

Inventories,  consisting  of  consumable  stores,  raw  materials,  work-in-progress  and  finished  goods,  are  valued  at 
the  lower  of  cost  and  net  realisable  value  unless  they  are  to  be  distributed  at  no  or  nominal  charge,  in  which 
case  they  are  measured  at  the  lower  of  cost  and  current  replacement  cost.  Redundant  and  slow-moving 
inventories  are  identified  and  written  down  in  this  way.  Differences  arising  on  the  valuation  of  inventory  are 
recognised  in  the  Statement  of  Finandal  Performance  in  the  year  in  which  they  arose.  The  amount  of  any 
reversal  of  any  write-down  of  inventories  arising  from  an  increase  in  net  realisabfe  value  or  current  replacement 
cost  Is  recognised  as  a reduction  in  the  amount  of  inventories  recognised  as  an  expense  in  the  period  in  which 
the  reversal  occurs. 

The  basis  of  determining  carrying  vaiue  is  the  weighted-average  method. 

DERECOGNlTiON 

The  carrying  amount  of  inventories  is  recogntsed  as  an  expense  in  the  period  that  the  inventory  was  sold, 
distributed,  written  off  or  consumed,  unless  that  cost  qualifies  for  capitalisation  to  the  cost  of  another  asset. 


7 HERJTAGE  ASSETS 

7.1  INITIAL  RECOGNITION 

Heritage  assets  are  assets  that  have  a cuitural,  environmental,  historical,  natural,  scientlfic,  technological  or 
A heritage  asset  shall  be  recognised  as  an  asset  if,  and  oniy  if: 

(a)  it  is  probable  that  future  economic  benefrts  or  service  potential  assoclated  with  the  asset  will  flow  to  the 

(b)  the  cost  or  feir  value  of  the  asset  can  be  measured  reliably. 

7.2  INITIAL  MEASUREMENT 

An  asset  that  has  met  the  recognition  requirement  criteria  for  heritage  assets  shall  be  measured  at  its  cost  if 
such  an  asset  has  been  acquired  through  an  exchange  transaction. 

Where  a heritage  asset  has  been  acquired  through  a non-exchange  transaction,  its  cost  shalt  be  measured  at 
its  fair  value  as  at  the  date  of  acquisltion. 

7.3  SUBSEQUENT  MEASUREMENT 

Heritage  assets  are  not  depreciated 

The  class  of  heritage  assets  are  carried  at  its  cost  less  any  aocumulated  impairment  losses. 

7-4  Transitional  provision 

The  municipality  changed  its  accounting  policy  for  haritage  assets  in  2013.  The  change  in 
accoyunting  policy  ois  made  in  accordance  with  its  transitional  provlsion  as  per  diractiove  4 of  the 
GRAP  Reporting  framework.  According  to  the  transitional  provision,  the  municipaiity  is  not  requirerd 
to  measure  heritage  assets  for  reporting  periods  beginnlng  on  or  after  a date  within  three 
yearsfollowing  the  date  of  Initial  adoption  of  the  Standard  of  GRAP  on  Heritage  Assets 

grap  on  heritage  assets 

Heritage  assets  have  accodingly  been  recognised  at  provitional  amounts  , as  disclosed.  The 
transitional  provition  expires  on  6/30  2015. 


8 finanicial  instruments 

INITIAL  RECOGNfTION 

The  entity  recognises  a financial  asset  or  a financial  iiabrlity  in  its  Statement  of  Financial  Position  when,  and  only 
when.  the  entity  becomes  a party  to  the  contractual  provisions  of  the  instrument  This  is  achieved  through  the 
application  of  trade  date  accounting. 
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Upon  initial  recognition  the  entity  dassifies  financial  instruments  or  their  component  parts  as  a financial 
liabilities,  financial  assets  or  residual  interests  in  conformity  with  the  substance  of  the  contractual  arrangement 
and  to  the  extent  that  the  instrument  satisfies  the  definitlons  of  a financial  llability,  a financial  asset  or  a residual 
interest. 


8.1  INiTIAL  MEASUREMENT 

When  a financial  instrument  is  recognised,  the  entity  measures  it  initially  at  its  fair  vaiue  plus,  in  the  case  of  a 
financial  asset  or  a financial  liability  not  subsequently  measured  at  fair  value,  transaction  costs  that  are  directly 
attributable  to  the  acquisition  or  issue  of  the  financial  assetor  financial  liability. 

8.2  SUBSEQUENT  MEASUREMENT 

Subsequent  to  initial  recognition,  financial  assets  and  financial  liabilities  are  measured  at  fair  value,  amortlsed 
All  financial  assets  and  financial  liabilities  are  measured  after  initlal  recognition  using  the  following  categories: 


8.3  INVESTMENTS  AT  AMORTISED  COSTS 

Investments,  which  include  [listed  government  bonds,  unlisted  municipal  bonds,  fixed  deposits  and  short-term 
deposits  invested  in  registered  oommercial  banks]  are  categorised  as  financial  instruments  at  amortised  oost 
and  are  subsequentiy  measured  at  amortised  cost 


Where  investments  have  been  impaired,  the  carrying  value  is  adjusted  by  the  impairment  loss,  which  Is 
recognised  as  an  expense  in  the  period  that  the  impairment  is  identified. 

On  disposal  of  an  investment,  the  differenoe  between  the  net  disposal  proceeds  and  the  carrying  amount  is 
charged  orcredited  to  the  Statement  of  Financial  Performance. 


8.4  TRADE  AND  OTHER  RECEIVABLES 

Trade  and  other  recelvables  are  initially  recognlsed  at  fair  value  plus  transaction  costs  that  are  directly 
attributable  to  the  acquisition  and  subsequently  stated  at  amortised  cost,  less  provision  for  impairment.  All  trade 
and  other  receivables  are  assessed  at  least  annually  for  possible  impalrment.  Impairments  of  trade  and  other 
reoeivables  are  determined  in  accordance  with  the  accounting  policy  for  impairments.  Impairment  adjustments 
are  made  through  the  use  of  an  allowance  account. 


Bad  debts  are  written  off  in  the  year  in  which  they  are  identified  as  irrecoverable.  Amounts  receivable  within  12 
months  from  the  reporting  date  are  classified  as  current.  Interest  is  charged  on  overdue  accounts. 

Receivables  past  due  but  not  impaird 

Past  due  is  dept  that  has  not  been  paid  as  of  its  due  date.  A deptor  who  is  past  due  is  subject  to  penalties. 

The  municipality  does  not  consider  receivables  that  are  past  due  as  an  impaired  reoeivable  if  the  municipality 
expects  to  collect  all  amounts  due,  including  interest  accrued,  during  the  period  the  receivable  is  past  due. 

8.5  TRADE  PAYABLES  AND  BORROWINGS 

Trade  payabies  are  initially  measured  at  fair  value  plus  transaction  costs  that  are  directly  attributable  to  the 
acquisition  and  are  subsequently  measured  at  amortised  cost  using  the  effective  interest  rate  method. 

8.6  CASH  AND  CASH  EQUIVALENTS 

Cash  includes  cash  on  hand  (including  petty  cash)  and  cash  with  banks  (Including  call  deposits).  Cash 
equivalents  are  short-term  highly  liquid  investments,  readily  convertible  into  known  amounts  of  cash,  that  are 
held  with  registered  banking  institutions  with  maturities  of  three  months  or  less  and  are  subject  to  an  insignificant 
risk  of  change  in  value.  Forthe  purposes  of  the  cash  flow  statement,  cash  and  cash  equivalents  comprise  cash 
on  hand,  deposits  held  on  call  with  banks,  net  of  bank  overdrafls.  The  municipality  categorises  cash  and  cash 
equivalents  as  financial  assets:  loans  and  receivables. 

Bank  overdrafts  are  recorded  based  on  the  fecility  utilised.  Finance  charges  on  bank  overdrafl  are  expensed  as 
inourred.  Amounts  owing  in  respect  of  bank  overdrafts  are  categorised  as  financial  liabilities;  other  financtal 
Irabilties  carried  at  amortised  cost. 

8.7  impairment  of  financial  assets 
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All  financial  assets  measured  at  amortised  cost,  or  cost,  are  subject  to  an  impairment  review,  The  entity 
assesses  at  the  end  of  each  reporting  period  whether  there  is  any  objective  evidence  that  a financial  asset  or 
group  of  financial  assets  is  impaired. 

8.8  IMPAIRMENT  FOR  FINANCIAL  ASSETS  HELD  AT  AMORTISED  COST 

The  entity  first  assesses  whether  objective  evidence  of  impairment  exists  individually  for  financial  assets  that  are 
individually  significant  and  individually  or  collectively  for  financial  assets  that  are  not  Individuaily  significant.  If  the 
entity  determines  that  no  objective  evidence  of  impairment  exists  for  an  individualiy  assessed  financial  asset, 
whsther  significant  or  not,  it  includes  the  asset  in  a group  of  flnancial  assets  with  similar  credit  risk 
characteristics  and  collectivety  assesses  them  for  impairment.  Assets  that  are  individually  aggessed  for 
impairment  and  for  which  an  impairment  loss  is  or  continues  to  be  recognised  are  not  included  in  the  collective 
assessment  of  impairment. 

If  there  is  objective  evidence  that  an  impairment  loss  on  financial  assets  measured  at  amortised  cost  has  been 
incurred,  the  amount  of  the  loss  is  measured  as  the  difference  between  the  asset's  carrying  amount  and  the 
present  value  of  estimated  ftjture  cash  flows  (excluding  future  credit  losses  that  have  not  been  incurred) 
discounted  at  the  flnancial  asset's  original  effective  interest  rate  (i.e,  the  effective  interest  rate  computed  at  initial 
recognition).  The  carrying  amount  of  the  asset  is  reduoed  through  the  use  of  an  allowance  account.  The  amount 
of  the  loss  is  recognised  in  surpius  or  deflcit. 

If,  in  a subsequent  period,  the  amount  of  the  impairment  loss  decreases  and  the  decrease  can  be  related 
objedively  to  an  event  occurring  after  the  impairment  was  recognised  (such  as  an  improvement  in  the  debtor's 
credit  rating),  the  previousty  recognised  impairment  loss  shall  be  reversed  either  directiy  or  by  adjusting  an 
allowance  account.  The  reversal  shall  not  result  in  a carrying  amount  of  the  financial  asset  that  exceeds  what 
the  amortised  cost  would  have  been  had  the  impairment  not  been  recognised  at  the  date  the  impairment  is 
reversed.  The  amount  of  the  reversal  is  recognised  in  surplus  or  defioit. 


8.9  DERECOGNITION 

A financiai  asset  is  derecognised  only  when: 

• the  contractual  rights  to  the  cash  flows  from  the  financial  asset  expire,  are  settled  or  waived; 

• the  entity  transfers  to  another  party  substantially  all  of  the  risks  and  rewards  of  ownership  of  the  financial 
asset; 

• the  entity,  despite  having  retained  some  significant  risks  and  rewards  of  ownership  of  the  financial  asset,  has 
transferred  control  of  the  asset  to  another  party  and  the  other  party  has  the  practical  ability  to  sell  the  asset  in  Its 
entlrety  to  an  unrelated  third  party,  and  is  able  to  exercise  that  ability  unilaterally  and  without  needing  to  impose 
additional  restrictions  on  the  transfer. 


A flnancial  liability  is  derecognised  when  the  obligation  is  extinguished.  Exchanges  of  debt  instruments  between 
a borrower  and  a lender  are  treated  as  the  extinguishment  of  an  existing  liability  and  the  recognition  of  a new 
financial  liabillty.  Where  the  terms  of  an  existing  financial  liability  are  modified,  it  is  also  treated  as  the 
extinguishment  of  an  existing  liability  and  the  recognition  of  a new  liability. 

9 UNAUTHORISED  EXPENDITURE 

Unauthorised  expenditure  is  expenditure  that  has  not  been  budgeted,  expenditure  that  is  not  in  terms  of  the 
conditions  of  an  allocation  reoeived  from  another  sphere  of  govemment,  municipaiity  or  organ  of  state  and 
expenditure  in  the  fdrm  of  a grant  that  is  not  permitted  in  terms  of  the  Municipal  Finance  Management  Act  (Act 
No.56  of  2003).  Unauthorised  expenditure  is  accounted  for  as  an  expense  in  the  Statement  of  Financial 
Performance  and  where  recovered,  it  is  subsequently  accounted  for  as  revenue  in  the  Statement  of  Financial 
Performance. 

10  IRREGULAR  EXPENDITURE 

Irregular  expenditure  is  expenditure  that  Is  contrary  to  the  Municipal  Finance  Management  Act  (Act  No.56  of 
2003),  the  Municipal  Systems  Act  (Act  No.32  of  2000),  the  Public  Office  Bearers  Act  (Act  No.  20  of  1998)  or  is  in 
contravention  of  the  Munioipaiity's  supply  chain  management  policy.  Irregular  expenditure  excluctes  unauthorised 
expenditure.  Irregular  expenditure  is  accounted  for  as  expenditure  in  the  Statement  of  Financial  Performance 
and  where  recovered,  it  is  subsequently  aocounted  fbr  as  revenue  in  the  Statement  of  Financial  Perfbmnance. 


1 1  fruitless  and  wasteful  expenditure 

Fruitless  and  wasteful  expenditure  is  expenditure  that  was  made  in  vain  and  would  have  been  avolded  had 
reasonable  care  been  exercised.  Fruittess  and  wasteful  expenditure  is  accounted  for  as  expenditure  in  the 
Statement  of  Financiai  Perfbrmance  and  where  recovered,  it  Is  subsequentiy  accounted  fbr  as  revenue  in  the 
Statement  of  Financiai  Performance. 
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12  PROVISIDNS  CONTIGENT  LIABILITIES  AND  ASSETS 

Provisions  are  recognlsed  when  the  municipality  has  a present  or  constructive  obligation  as  a result  of  past 
events,  it  is  probable  that  an  outflow  of  resources  embodylng  economic  benefits  will  be  required  to  settle  the 
obligation  and  a reliable  estimate  of  the  provision  can  be  made.  Provisions  are  reviewed  at  reporting  date  and 
adjjsted  to  reflect  the  current  best  estimate.  Where  the  effect  is  material,  non-current  provisions  are  discounted 
to  :heir  present  value  using  a pre-tax  discount  rate  that  reflects  the  market's  current  assessment  of  the  time 
value  of  money,  adjusted  for  risks  specific  to  the  liability  (for  example  in  the  case  of  obligations  for  the 
rehabilitation  of  land). 

he  munidpality  does  not  recognise  a contingent  liability  or  contingent  asset.  A contingent  liability  is  disclosed 
unfess  the  possibility  of  an  outflow  of  resources  embodying  economic  benefits  is  remote.  A contingent  asset  is 
disclosed  where  an  inflow  of  economic  benefits  is  probable. 

Future  events  that  may  affect  the  amount  requined  to  settle  an  obligation  are  reflected  in  the  amount  of  a 
provision  where  there  is  suffident  objective  evidence  that  they  wtli  occur  Gains  from  the  expected  disposal  of 
assets  are  not  taken  into  account  in  measuring  a provision.  Provisions  are  not  recognised  for  future  operating 
iDsses.  The  present  obligation  under  an  onerous  contract  is  recognised  and  measured  as  a provision. 


13  LEASES 

MUNICIPALITY  AS  LESSEE 
RECOGNITION 


Leases  are  dassified  as  finance  ieases  where  subslantialiy  all  the  risks  and  rewards  associated  with  ownership 
of  an  asset  are  transferred  to  the  entity  through  the  lease  agreement.  Assets  subject  to  finance  leases  are 
recognised  in  the  Statement  of  Financiai  Position  atthe  inception  of  the  lease,  as  is  the  corresponding  finance 
lease  liability. 

Assets  subjectto  operating  leases,  i.e.  those  ieases  where  substantially  all  of  the  risks  and  rewards  of 
ownership  are  not  transferred  to  the  lessee  through  the  lease,  are  not  recognised  in  the  Statement  of  Financiai 
Posltion,  The  operating  lease  expense  is  recognised  over  the  course  of  the  iease  arrangement. 

The  determination  of  whether  an  arrangement  is,  or  contains,  a lease  is  based  on  the  substanoe  of  the 
arrangement  at  inception  date;  namely  whether  fulfijment  of  the  arrangement  is  dependent  on  the  use  of  a 
spedfic  asset  or  assets  or  the  arrangement  conveys  a right  to  use  the  asset. 

MEASUREMENT 


Assets  subject  to  a finance  fease,  as  recognised  in  the  Statement  of  Financial  Position,  are  measured  (at  initia! 
recognition)  at  the  lower  of  the  feir  value  of  the  assets  and  the  present  value  of  the  future  minimum  iease 
payments.  Subsequent  to  initial  recognition  these  capitalised  assets  are  depreciated  over  the  contract  term. 


The  finance  lease  liability  recognised  at  initial  recognition  is  measured  at  the  present  value  of  the  future 
minimum  lease  payments.  Subsequent  to  initial  recognition  this  liability  is  carried  at  amortised  cost,  with  the 
lease  payments  being  set  off  against  the  capital  and  accrued  interest.  The  allocation  of  the  lease  payments 
between  the  capital  and  interest  portion  of  the  liabliity  is  effected  through  the  application  of  the  effective  interest 
rrethod. 

The  finance  charges  resulting  from  the  finanoe  lease  are  expensed,  through  the  Statement  of  Finandal 
Performance,  as  they  accrue.  The  finance  cost  accrual  is  determined  using  the  effective  interest  method. 

T ie  lease  expense  recognised  for  operating  leases  is  charged  to  the  Statement  of  Financial  Performance  on  a 
siraight-line  basis  over  the  term  of  the  relevant  lease.  To  the  extent  that  the  straight-lined  lease  payments  differ 
from  the  actual  lease  payments  the  differenoe  is  recognised  in  the  Statement  of  Financial  Positron  as  elther 
lease  payments  in  advance  (operating  lease  asset)  or  lease  payments  payable  (operating  lease  liability)  as  the 
case  may  be.  This  resulting  asset  and  / or  liabiiity  is  measured  as  the  undiscounted  difference  between  the 
straight-line  lease  payments  and  the  contractual  lease  payments. 


DERECOGNITION 
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The  finance  tease  liabiljties  are  derecognised  when  the  entity's  obligation  to  settle  the  liability  is  extinguished. 
The  assets  capitalised  under  the  finance  lease  are  derecognised  when  the  entity  no  longer  expects  any 
economic  benefits  or  service  potential  to  flow  from  the  asset. 

The  operating  lease  liability  is  derecognised  when  the  entity’s  obligation  to  settle  the  liability  is  extinguished.  The 
operating  lease  asset  Is  derecognised  when  the  entity  no  longer  anticipates  economic  benefits  to  flow  from  the 
asset. 


MUNICIPALITY  AS  LESSOR 
RECOGNITION 


Forthose  leases  that  meet  the  definition  of  a finance  lease,  where  the  entity  is  the  lessor,  the  entity 
derecognises  the  asset  subject  to  the  lease  at  the  inception  of  the  lease.  Along  with  the  derecognition  of  the 
asset  the  entity  recognises  a finance  lease  neceivable.  Finance  lease  income  is  allocated  to  between  the  finance 
lease  receivable  and  finance  income  using  the  effective  interest  rate  method  and  the  resulting  fmance  income  is 
recognised  in  the  Statement  of  Financiaf  Performance  as  it  accrues. 


Forthose  feases  classified  as  operating  leases  the  asset  subject  to  the  lease  is  not  derecognised  and  no  lease 
receivable  is  recognised  atthe  inception  of  the  lease,  Lease  payments  received  under  an  operating  lease  are 
recognised  as  income,  in  the  Statement  of  Flnancial  Performance,  in  the  period  that  the  income  accrues. 


The  determination  of  whether  an  arrangement  is,  or  contains,  a lease  is  based  on  the  substance  of  the 
arrangement  at  inception  date;  namely,  whether  fuifilment  of  the  arrangement  is  dependent  on  the  use  of  a 
specific  asset  or  assets  or  the  arrangement  conveys  a right  to  use  the  asset 


MEASUREMENT 


Finance  lease  receivables  are  recognised  at  an  amount  equal  to  the  entity's  net  investment  in  the  lease.  This  net 
investment  in  the  lease  is  calculated  as  the  sum  of  the  minimum  future  lease  payments  and  unguaranteed 
residual  value  discounted  over  the  lease  term  at  the  rate  implicit  in  the  iease. 

Rental  Income  from  operating  leases  is  recognised  on  a stralght-line  basis  over  the  term  of  the  relevant  fease, 
The  difference  between  the  straight-lined  lease  payments  and  the  contractual  lease  payments  are  recognised  as 
either  an  operating  lease  asset  or  operating  lease  liability.  An  operating  lease  liability  is  raised  to  the  extent  that 
lease  payments  are  received  in  advanoe  (i.e.  the  straight-line  lease  payments  are  more  than  the  contractual 
lease  payments).  The  operating  lease  asset  and  / or  operating  lease  liability  are  measured  as  the  undiscounted 
difference  between  the  straight-line  iease  receipts  and  the  contractual  iease  receipts. 


DERECOGNITION 

Finance  iease  receivables  are  derecognised  when  the  entity’s  right  to  the  underlying  cash  flows  expire  or  when 
the  entity  no  longer  expects  economlc  benefits  to  flow  from  the  finance  lease  receivable. 

Operating  lease  liabillties  are  derecognised  when  the  entity's  obligation  to  provide  economic  benefits  or  service 
potential  under  the  lease  agreement  expires.  Operating  lease  assets  are  derecognised  when  the  entity’s  right  to 
the  underlying  cash  flows  expire  or  the  entity  no  longer  expects  economic  benefits  to  flow  from  the  operating 
■ease  asset. 


14  REVENUE 

14.1  REVENUE  FROM  EXCHANGE  TRANSACTIONS 

Revenue  from  exchange  transactions  refers  to  revenue  that  accrued  to  the  municipality  directly  in  retum  for 
servioes  rendered  / goods  sold,  the  value  of  which  approximates  the  cx)nsideration  received  or  receivable. 
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Service  charges  refating  to  electricity  are  based  on  consumption.  Meters  are  read  on  a monthly  basis  and  are 
reccgnised  as  revenue  when  invoiced.  Provisional  estimates  of  consumption  are  made  periodicaily  when  meter 
readings  have  not  been  performed,  The  provisionai  estimates  of  consumption  are  recognised  as  revenue  when 
invoiced.  Adjustments  to  provisional  estimates  of  consumption  are  made  in  the  invoicing  period  in  which  meters 
have  been  read.  These  adjustments  are  recognised  as  revenue  in  the  invoicing  period,  The  estimates  of 
consumption  between  meter  readings  are  based  on  three  months  average. 

Revsnue  from  the  sale  of  electricity  prepaid  meter  cards  is  recognised  at  the  point  of  sale. 

Service  charges  relating  to  refuse  removal  are  recognised  on  a monthly  basis  in  arrears  by  applying  the 
approved  tariff  to  each  property  that  has  improvements.  Tarifls  are  determined  per  category  of  property  usage, 
and  are  levied  monthly  based  on  the  recorded  number  of  refuse  containers  per  property. 


interest  revenue  is  recognised  on  a time  proportion  basis, 

Revenue  from  the  rentaf  of  facilities  and  equipment  is  recognised  on  a straight-line  basis  over  the  term  of  the 
lease  agreement. 

Revenue  arising  from  the  application  of  the  approved  tariff  of  charges  is  recognised  when  the  relevant  service  is 
rendered  by  applying  the  relevant  approved  tariff.  This  includes  the  issuing  of  licenoes  and  permlts, 

Revenue  from  the  sale  of  goods  is  recognised  when  substantially  all  the  risks  and  rewards  in  those  goods  is 
pessed  to  the  oonsumer. 

Revenue  arising  out  of  situations  where  the  municipality  acts  as  an  agent  on  behalf  of  another  entity  (the 
prncipal)  is  limited  to  the  amount  of  any  fee  or  oommission  payable  to  the  municipality  as  compensation  fbr 
executing  the  agreed  services. 

14.2  REVENUE  FROM  NON-EXCHANGE  TRANSACTIONS 

Revenue  from  non-exchange  transactions  refers  to  transactions  where  the  municipality  reoeived  revenue  from 
arother  entity  without  directly  glving  approximately  equal  value  in  exchange.  Revenue  from  non-exchange 
trensactions  is  generally  recognised  to  the  extent  that  the  related  reoeipt  or  receivable  quaiifies  for  recognition 
as  an  asset  and  there  is  no  liabiiity  to  repay  the  amount. 

Revenue  from  property  rates  is  recognised  when  the  legal  entitlement  to  this  revenue  arises.  Coliection  charges 
ane  recognised  when  such  amounts  are  legally  enfbrceable.  Penalty  interest  on  unpaid  rates  is  recognised  on  a 
tlme  proportionate  basis, 

Traffic  fines  constitute  both  spot  fines,  camera  fines  and  summonses.The  municipaiity  initialy  recognises  the  full 
amount  of  revenue  ffom  spot  fines,  camera  fines  and  summonses  at  the  transaction  date  (on  the  date  the  tickit 
rs  issued). 

Suosequent  to  initial  recognition  amd  measurement,  the  mucipality  assess  the  colfectiability  of  the  revenue  from 
traffic  fines  and  reoognise  an  impaiment  loss  where  appropriate, 

Revenue  from  public  contributions  and  donations  is  recognised  when  all  conditions  associated  with  the 
contribution  have  been  met  or  where  the  oontribution  is  to  finance  property,  plant  and  equipment,  when  such 

Contributed  property,  plant  and  equipment  is  recognised  when  such  items  of  property.  plant  and  equipment 
qualifies  fbr  recognition  and  become  available  for  use  by  the  municipality. 

Re/enue  from  the  recovery  of  unauthorised,  irreguiar,  fruitiess  and  wastefui  expenditure  is  based  on  legislated 
prccedures,  incfuding  those  set  out  In  the  Municipa!  Finanoe  Management  Act  (Act  No.56  of  2003)  and  is 
recognised  when  the  recovery  thereof  from  the  responsible  councillors  or  officiais  is  virtuaily  certain. 

14.3  GRANTS,  TRANSFERS  AND  DONATIONS 

Grents,  transfers  and  donatrons  received  or  receivable  are  recognised  when  the  resources  that  have  been 
transferred  meet  the  criterra  for  recognition  as  an  asset,  A corresponding  liabiiity  is  raised  to  the  extent  that  the 
grant  transfer  or  donation  is  conditional,  The  liability  is  transferred  to  revenue  as  and  when  the  conditions 
attcChed  to  the  grant  are  met.  Grants  without  any  conditions  attached  are  recognised  as  revenue  when  the  asset 
is  recognised. 


15  RETIREMENT  BENEFITS 

SHORT  TERM  EMPLOYEE  BENEFITS 
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2 fir2nci^yea?o7^twr®2  ™ benefrts  that  ɓeoome  payable  in  the  shorf  term,  i.e.  within 

remuneration.  com;ensated  -iude 

ranoeSreSt’fi^?^^^^  *"  the  Statement  of  Financial  Performance  as  services  am 

short  term  employee  benefits  a?e  measuSj?thSu!lrf recognised  when  the  specific  event  occurs.  These 
related  servioe  or  the  specific  event  occurs.  *'’®  employee  renders  the 

15  POST-EMPLOYMENT  BENEFITS 

contriSinSrThJentrtSnm^^^  provided  as  either  defined 

wnlch  it  has  no  obligation  rnlSe  fi!rth? post-employment  plan  in  terms  of 
payable  on  behalf  of  empioyees  (for  examole  in  the  pv  ^ P^an  over  and  above  the  monthly  contributlons 
tc  be  defined  benefit  plans  ^ event  of  a fundmg  shortfall).  Any  other  plans  are  consrdered 

in  the  period*tStuchSribJttoI!S  beTOiI^^  r Rnancial  Performance 


1b 


IMPAIRMENT  OF  ASSETS 

If  .nyTS'^ZS“ta  ISS' 

'S  aoy  indication  of  impairment,  the  municipality  also- 

^nnuali^rcJmpa^  -ilable  for  use  for  impaimrent 

th.  annual  penod  ,„d  M me  annoant.  Th»  impa^em  taat  I.  pertonnmi  dudns 

h r '»."^"a-a6n9  unlt  I.  the  hlgher  Ct.  » lem,  cr«t.  to 

r,^u''cSrte'r;;;«e“3*  »0^«  cttt, 


- to  the  assets  of  the  unrt,  pro  rata  on  the  basis  of  the  carrying  amount  of  each  asset  in  the  unit. 

The  increased  carrying  amount  of  an  asset  attributaɓle  to  a reversal  of 


carrying  amount  that  would  have  been  determined  had 
periocse 


no 


an  impaimrient  loss  does  not  exoeed  the 
impajrment  loss  been  recognised  forthe  asset  in  prior 


e3siri5''^“'"^ " "S'4':^-?a.:“peirn?r 


Page  22 


Mthonjaneni  Municipality 
NOTES  TO  THE  FINANANCIAL  STATEMENTS 
fdr  the  yaar  ended  30  June  2014 


2 CASH  AND  CASH  EQUIVALENTS 

Cash  and  cash  equivalents  consist  of  the  foliowing: 

Cash  on  hand 
Cash  at  bank 

short  term  investments  maturing  within  3 months 

The  Municipajity  has  the  foiiowlng  bank  accounts;  - 

Current  Account  fPrimarv  Bank  Accountt 

First  National  Bank-Melmoth  BranchrAccount  Number;  54980006117 

Cash  book  balance  at  beginning  of  year 
Cash  book  balance  at  end  of  year 

P^nk  statement  baianoe  at  begjnning  of  year 
bank  statement  balance  at  end  of  year 

Cuirent  Account  fOther  Accountt 

Frrst  National  Bank-Meimoth  Branch;Account  Number:  62330092470 

Cash  book  balance  at  beginning  of  year 
Cash  book  balance  at  end  of  year 

Bank  statement  baianoe  at  begtnning  of  year 

Bank  statement  balance  at  end  of  year 

Call  account 

Investec  Bank  - Pvt  Bank  Retail  Trsy  Branch:Account  Number:  50006298496 

Cash  book  ɓalance  at  beginning  of  year 

Cash  book  balanoe  at  end  of  year 

Bank  statement  balance  at  beginning  of  year 

Bank  statement  balance  at  end  of  year 

Fixed  DeDosit  Account 

Fifst  National  Bank  - !Vlelmoth:Account  Number;  71245040078 

Cash  book  balance  at  begmning  of  year 

Cash  book  balance  at  end  of  year 

Bank  sfatement  balance  at  beglnnmg  of  year 

Bank  statement  balance  at  end  of  year 

Flxed  Deposit  Account 

NedBank-Domestic  Treasury:Acoount  Number:03/7881 083174/00001 1 
Cash  book  balance  at  beginnmg  of  year 
Cash  book  balance  at  end  of  year 


Note 


2014 

2013 

R 

R 

746 

721 

3 108  897 

. 

17  157  022 

20  266  665 

721 

(1  057  604) 

16  062  203 

3 096  433 

(1  057  604) 

4 123  580 

16198  592 

3 016  628 

4 123  580 

3 000 

- 

12  465 

_ 

3 000 

7 230 

12  465 

3 000 

" 

- 

6 033  396 

6 033  396 

” 

- 

1 540  000 

_ 

1 540  000 

* 

9 083  626 

- 
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Mthonjaneni  Munjcipality 
NOTES  TO  THE  FINANANCIAL  STATEMENTS 
for  the  year  ended  30  June  2014 

Note 

Bank  statement  balance  at  beginning  of  year 
Bank  statement  balance  at  end  of  year 

Cail  Account 

Finst  Kational  Bank-Melmoth  Branch:Aocount  Number:  62051262146 

Cash  book  balance  at  beginning  of  year 

Cash  book  balance  at  end  of  year 

Bank  statement  balance  at  beginning  of  year 

Bank  statement  balanoe  at  end  of  year 

Cash  on  hand 

Total  cash  and  cash  equivalents 
Total  bank  overdraft 


2014 

2013 

R 

R 

9 083  626 

- 

500  000 

_ 

500  000 

746 

721 

20  266  665 

4 127  301 

- 

(1  057  624) 
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Mthonjaneni  Municipality 
NOTES  TO  THE  FINANANCIAL  STATEMENTS 
fbr  the  year  ended  30  June  2014 


3 TRADE  AND  OTHER  RECEIVABLES  FROM  EXCHANGE  TRANSACTIONS 
Trade  recelvafales 
as  at  30  June  2014 

Service  debtors 
Electriaty 
Refuse 
Totai 

Total  Trade  and  other  receivables 

as  at  30  June  2013 

Service  debtors 
Eiectlcity 
Refuse 
Total 


Total  Trade  and  other  lecelvables 
Refuse:  Aaelna 

Current  {0  - 30  days) 

31  - 60  Days 
61  - 90  Days 
91  - 120  Days 
121  -365  Days 
+ 365  Days 
Total 

Electricitv:  Aaeina 
Current  (0  - 30  days) 

31  - 60  Days 
61  - 90  Days 
91-120  Days 
121  - 365  Days 
+ 365  Days 
Total 

Summarv  of  Debtors  bv  Customer  Classification 


as  at  30  June  2014 

Current  (0  - 30  days) 

31  - 60  Days 
61  - 90  Days 
91-120  Days 
121  -365  Days 
+ 365  Days 
Sub-totai 

Less:  Provision  for  doubtfui  debts 
Total  debtors  by  customer  classfficatton 

as  at  30  June  2013 

Current  (0  - 30  days) 

31  - 60  Days 
61  - 90  Days 
91  - 120  Days 
121  - 365  Days 
+ 365  Days 
Sub-tota[ 

Less:  Provision  fdr  doubtfui  debts 


Nota 

2014 

2013 

R 

R 

Pncivlsion  fbr 

Gross  Balances 

Doubtful  Debts 

Net  Balance 

R 

R 

R 

2 452  613 

38  149 

2 414  464 

432  754 

11  247 

421  508 

2 885  367 

49  396 

2 835  972 

2 197  009 

72  675 

2 124  334 

452  412 

51  155 

401  267 

2 649421 

123  830 

2 525  591 

2 649  421 

123  830 

2 525  591 

151  623 

98  387 

15211 

98  482 

10  722 

33  041 

10  166 

31  477 

245  032 

191  025 

432  754 

452  412 

1 794  264 

27  771 

15  525 
17283 
577  042 

T 190  260 
636  544 
41  090 
16  463 
312  652 

2 431  886 

2 197  009 

Consumers 

Industrlal  / 

National  and 

CoTnmerclal 

Provlncial 

Government 

R 

R 

R 

1132321 

334  440 

121  076 

193  053 

18  277 

106  636 

112797 

17  350 

16  598 

105  567 

16  391 

12  232 

3 056  727 

614  671 

498  708 

4 600  465 

(255113) 

4 345  352 

1 001  129 

755  250 

1 623  508 

130  001 

65  296 

883  449 

12  785 

77  395 

153  616 

35  497 

15  275 

120  019 

17  300 

67  610 

1 402  766 

557  335 

108186 

4183359 

802  918 

333  764' 

(761  078) 
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Mthonjaneni  Municipality 
NOTES  TO  THE  FPNANANCIAL  STATEMENTS 
for  the  year  ended  30  June  2014 


Note  2014  2013 

R R 

Total  debtors  by  customer  classlflcation  3 422  281 802  918  333  764 


Reconciliation  of  the  doubtfijl  debt  Drovision 

Balance  at  beginning  of  the  year  761  078  678  227 

Contrjbutions  to  pnovrsion  g2  851 

Doubtfji  debts  writfen  off  against  provision 

Reversal  of  provision  f505  9651 

Balance  at  end  of  yaar  256 113 761  078 


4 Impalrment  loes 

Biological  Assets 
Buildings 


1 599  400 
168  254 
1 767  654 


5 OTHER  RECEIVABLES  FROM  NON-EXCHANGE  TRANSACTIONS 


Insurarce  claims 

_ 

346  316 

Rates  and  other  taxes 

3 286  486 

2 021  180 

Subsidies-  Cllnlc  and  other 

Accrued  inteiest 

Value  added  tax 

793  013 

2 945  056 

Debtors  Trafic  fines 

4 790  703 

8 907  746 

Total  Other  Debtors 

8 870  201 

14  220  298 

Less:  Transter  to  Non  Current  Assets  held  fbr  sale 

Total  Cther  Debtors 

8 870  201 

14  220298 

Rates:  Agelnq 

Cunrent  {0-  30  days) 

990 

2 949 

31  - 60  Days 

240  596 

175  305 

61  - 90  Days 

120  498 

124  559 

91  ‘ 120  Days 

106  741 

163  240 

+ 180  Days 

3 023  378 

1 5SS  127 

Provislon  fbr  bad  debts 

-205717.4 

Total 

3 286  486 

2 021  180 

4 INVENTORIES 

Opening  balance  of  Inventories: 

408  406 

251  806 

Consumabje  stores 

168  957 

79  513 

Maintenance  materials 

239  449 

172  293 

Addltions: 

1 727  815 

1 495  697 

Consumable  stores 

1 298  677 

1 115  287 

Mainterance  materrals 

429  138 

380  409 

Jssued  iexpensed): 

1515  608 

1 339  096 

Consunrable  stotfes 

1 315  791 

1 025  843 

Stock  deficity 

796 

Maintenance  materials 

199  022 

313  253 
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Note 

2014 

2013 

R 

R 

Closing  baiance  of  Inventories: 

620  614 

408  406 

ConsuTiable  stores 

151  048 

168  957 

Maintenance  materials 

469  566 

239  449 

7 rNVESTMENTS 

Deposits 

25  870  397 

66  540  000 

Call  investments 

- 

500  000 

25  870  397 

67  040  000 

Investec 

31  000  000 

FNB 

. 

2 040  000 

ABSA 

9 000  000 

Nedbank 

25  870  397 

25  000  000 

25  870  397 

67  040  000" 
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Mthonjaneni  Municipality 
NOTES  TO  THE  FINANANCIAL  STATEMENTS 
for  the  year  ended  30  June  2013 


NOTES  TO  THE  FINANANCIAL  STATEMENTS 
for  the  year  ended  30  June  2014 


Note 


9 INTANGIBLE  ASSETS 


Total 

R 


9.1  Reconciliation  of  carrying  value 

Computer  Software 

Total 

R 

R 

as  at  1 JuJy  2013 

40  754 

40  754 

Cost 

101  968 

101  968 

Correction  of  error 

f30  034) 

(30  034) 

Accumulated  amortrsation  and  impajrment  losses 

(31  180) 

(31  180) 

Acquisitions 

139  610 

139  610 

Amortisation 

(21  219) 

(21  219) 

As  at  30  June  2014 

159145 

159  145 

Cost 

211  544 

211  544 

Accumulated  amortisation  and  impairment  losses 

(52  399) 

(52  399) 

9.2  Reconciiiation  of  carrying  value 

Computer  Software 

Total 

R 

R 

as  at1  July  2012 

67  934 

67  934 

Cost 

78  056 

78  056 

Accumulated  amortisation  and  impairment  losses 

(10  122) 

(10122) 

Acquisitrons 

23  912 

23  912 

Amortisation 

(21  058) 

(21  058) 

Correction  of  an  error 

(30  034) 

(30  034) 

Correction  of  an  etror-  depreciation 

(;34  857) 

(34  857) 

5 

4 822 

4 822 

as  at  30  June  2013 

40  754 

40  754 

Cost 

101  968 

101  968 

Accumulated  amortisation  and  impaimnent  losses 

(31  180) 

(31  180) 

Correction  of  error 

(30  034) 

(30  034) 

10  INVESTMENT  PROPERTY 

Investment 

10.1  Reconcfliation  of  carrying  value 

property 

Total 

R 

R 

asat1  July2013 

2 490  079 

2 490  079 

Cost 

2 742  760 

2 742  760 

Accumulated  depreciation  and  impairment  losses 

(252  681) 

(252  681) 

Acquisitions 

Depreciation 

(40  829} 

(40  829) 

as  at  30  June  2014 

2 449  250 

2 449  250 

Cost 

2 742  760 

2 742  760 

Accumulated  depreciation  and  impajrment  losses 

(293  510) 

(283  303) 
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NOTES  TO  THE  FINANANCIAL  STATEMENTS 
for  the  year  ended  30  June  2014 


10.2  Reconcilfation  of  carryfng  value 


as  at  1 July  2012 
Cost 

Correction  of  error 

Accumulated  depredation  and  impairment  losses 


Depredation 

as  at  30  June  2013 
Cost 

Accumulated  depreciation  and  impaimient  losses 


11  BIOLOGICAL  ASSETS 

11,1  Reconciliation  of  Carrying  Value 

as  at  1 July  2013 
Cost/Revaluation 

Accumulated  depreciation  and  impairment  losses 

Impairment  loss/Reversal  of  impairment  foss 
Fair  value  adjustment 

as  at  30  June  2014 
Cost/Revaluation 

Accumulated  depreciation  and  impairment  losses 


1 1 .2  Reconcination  of  Carrying  Value 


as  at  1 Jufy  2012 
Cost/Revaluation 

Accumulated  depreciation  and  impairment  losses 


as  at  30  June  2013 
Cost/Revaluation 

Accumulated  depredation  and  impairment  losses 


Note 

Total 

Investment 

R 

property 

R 

Total 

R 

2 530  908 

2 S30  908 

2 768  537 
(17  294) 
(220  336)  , 

2 768  537 
(17  294) 
(220  335) 

(40  829) 

(40  829) 

2 490  079 

2 490  079 

2 T42  760 
(252  681) 

2 742  760 
(252  681) 

Biological  Assets 

R 

Total 

R 

5 136  310 

5136310 

5 136  310 

5 136  310 

(1  599  400) 
^^34  108 

(1  599  400) 
434  108 

3 971  018 

3 971  018 

3 971  018 

3 971  018 

Biological  Assets 

R 

Total 

R 

5136  310 

5136  310 

5 136  310 

5136  310 

5136  310 

5136  310 

5136  310 

6136  310 

Boilogical  assets  have  been  reclassrfied  from  Property  Plant  and  equipment  to 
Biological  Assets.  The  effect  of  the  redassifjcatlon  is  sammarised  beiow: 


Statement  of  Financial  Position 
Property  Plant  and  Equipment 
Biological  Assets 


(5136  310) 
5 136  310 
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12  HERITAGE  ASSETS 


12.1  Reconcrliatfon  of  Carrying  Value 

iHistorical  Buildings  | 

R 

Total 

R 

as  at  1 Jufy  2013 

589 

589 

Cost/Valuatlon 

589 

589 

Accumulated  depredation  and  Impairment  losses 

- 

- 

asat  30  June  2014 

589 

589 

Cost/Valuation 

589 

589 

Accumulated  depreciation  and  impairment  iosses 

- 

- 

12.2  Reconciliation  of  Carrying  Value 

Trees  in  plantation 

R 

Total 

R 

as  at  1 July  2012 

589 

589 

Cost/Valuation 

1 589 

589  1 

as  at  30  June  2013 

589 

589 

Cost/Valuation 

589 

589 

Accumulated  depreciatron  and  impairment  losses 

- 

- 

Transitional  provision 

The  municipaljty  changed  its  accounting  policy  for  haritage  assets  in  2013.  The 
change  in  accounting  policy  is  macfe  in  accordanoe  with  its  transitional  provision  as 
per  diractlove  4 of  the  GRAP  Reporting  framework.  According  to  the  transrtionaf 
provision,  the  municipality  is  not  requirerd  to  measure  heritage  assets  for  neporting 
perrods  beginning  on  or  after  a date  within  three  years  following  the  date  of  initial 
adoption  of  the  Standard  of  GRAP  on  Heritage  Assets 


GRAP  on  Heritage  assets 

Heritage  assets  have  acoodingly  been  recognised  at  provitional  amounts  , as 
disclosed.  The  transitional  provitjon  expires  on  6/30  2015. 
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Ibrtlie  year  ended  30  June  2014 

Note 


13  TRADE  AND  OTHER  PAYABLES  FROM  EXCHANGE  TRANSACTIONS 

Trade  creditors 

Payments  received  in  advance 

Retentions 

Staff  leave  accrual 

Accrued  interest 

Other  creditDTS 

Total  credltors 

14  CONSUMER  DEPOSITS 


2014 

R 


608  686 
226  063 
684  393 
1 347  336 

641  995 
3 710  472 


2013 

R 

2 368  176 
130  005 

379  446 

2 877  627 


Electiicity  684  570  676  070 

Other  331  656  326170 

Accrued  interest 


Total  consumerdeposlts 

1016  226 

1 002  240 

15  PROVISIONS 

'erformance  bonus 

345  937 

_ 

Total  Pnovisions 

345937 

- 

Provisron  fbr  leave  have  been  reclassified  as  staff  leave  acmal  undertrade  and 
other  payables  firom  exchange  transaction.  The  eflect  of  the  necfassificatlon  on  the 
comparatlve  figures  Is  sammarised  below: 

Statement  of  Flnanclal  Posltlon 

Cuirent  Pnovisions  (379  446) 

Trade  and  olher  payables  from  exchange  transaction  (Accma]  - leave)  379  446 

Accummulated  surplus  ^ 


The  movement  in  current  provisions  are  reconciled  as  folJows:  - 


Perfbrmance 

Rnniift 


as  at  1 July  2013 

Contributions  to  provision  346  937 

Expenditure  Incurred 

as  at  31  June  2014  345  937 


16  UNSPENT  CONDITIONAL  GRANTS  AND  RECEIPTS 
16.1  Unspent  Condltional  Grants  from  other  spheres  of  Government 


Electrification 

- 

5 263  099 

Market  Stalls 

- 

2 174  863 

Library 

- 

Sport 

- 

28  999 

Capacity 

- 

Municipaf  Infiastmcture  Grant 

- 

4 035  324 

EPWP 

- 

139  247 

Small  town  rehabilitation 

_ 

1 884  920 

MSIG 

_ 

FMG 

Electrification 

- 

Total  Unspent  Condltlonal  Grants  and  Receipts 

- 

13  526  452 
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Note 

2014 

R 

2013 

R 

Reconciliation  of  conditional  contribuUons 

Balance  unspent  at  beginning  of  year 

13  526  452 

14  649  618 

Current  year  reoeipts 

16  730  656 

37  884  614 

Conditlons  met  - transferred  to  revenue 

(30  257  108) 

(39  207  780) 

13  526  452 

Conditlons  still  to  be  met  - remain  liabilities 

- 

17  NON-CURRENT  PROV1SIONS 

Provision  for  rahabilltation  of  landfill  site 

4 615  810 

3 449  040 

Total  Non-  Current  Provisions 

4 615  810 

3 449  040 

Provision  for  rehabilitatlon  of  landfill  sites: 

Balance  at  the  beginnlng  of  year 

3 449  040 

931  920 

Contributlons  to  provision 

1 166  770 

2 517  120 

Balance  at  the  end  of  year 

The  Municipality  have  a lindfill  site  and  has  to  pnovide  fbr  the  rehabilitation  of  the 
site.  Tlie  independed  Valuer  AURECON  caried  out  vaJuation  provision  as  at  30 
’une  2014. 

Details  of  projectteam 

Mannie  Neeraj  : Waste  Management 

; Masters  of  Sdenoe  in  plant  pathology 
: Technical  Oirector/  Environmental  Specialist 
: 1 8 year  of  work  experience 

Bowers,  Aiden  James  ; Civic  Engineering  Design  and  Waste  Management 
: Masters  of  Scrence  in  plant  pathology 
; Technical  Director/  Civil  Engineer 
: 1 4 year  of  work  experienoe 

18  PROPERTYRATES 

4 615  810 

3 449  040 

Actual 

Residential 

2174  955 

2 125  585 

Commercial 

2 703  456 

2 827  808 

Light  Industries 

1 069  650 

1 062  792 

Heavy  Industries 

304  503 

360  570 

State 

725  967 

708  528 

Total  property  rates 

6 978  531 

7 085  283 

Property  rates  - penalties  rmposed  and  coJlection  charges 

527  353 

336  508 

Total 

7 505865 

7 421  791 

VaJuatlons 

Residential 

193  485  900 

190  557  700 

Commercial 

148  403  300 

142  180  000 

Famri 

253  718  400 

251  001  000 

State 

95  484  600 

96  939  400 

Munidpal 

9 719  800 

9 719  800 

Other  propertities 

1 126  962  500 

1 132  872  100 

Total  Property  Valuations 

1 827  774  500 

1823  270  000 

Valuations  on  land  and  buildlngs  are  perfbnmed  every  fburyears.  The  last  valuation 
came  into  effect  on  1 July  2010.  Interim  valuations  are  prooessed  on  a quarteriy 
basls  to  take  Into  aocount  changes  in  indtvidual  pnoperty  values  due  to  altersrtrons. 

A general  nate  of  1 .24C/R  Is  applied  to  pnopeily  vaJuatlons  to  determine 
assessment  rates.  Reɓates  of  20%  are  gianted  to  residential  and  state  property 
owners.  Rates  are  levled  on  an  annual  basrs  on  pnoperty  owners. 

19  SERVICE  CHARGES 


Sale  of  eJectridty 

17  986  905 

16  695  846 

Refuse  rnemoval 

1 131  632 

1 078  989 

Total  Service  Charges 

19118  537 

17  774  836 

20  RENTAL  OF  FACILITIES  AND  EQUIPMENT 

Rental  of  facilities 

244  721 

471  642 

Rental  of  equipment 

Other  rentals 

_ 

26  514 

Total  rentaJs 

244  721 

498  156 
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Note  2014  2013 

R R 

21  INTEREST  EARNED  - EXTERNAL INVESTMENTS 


Bank 

4 209  775 

3 409  693 

Total  rnterest 

4209  775 

3 409  693 

22  FINES 

Traficfires 

15  831  145 

2 461  971 

Library  f nes 

17 

15  831  162 

2 461  971 

23  GOVERNMENT  GRANTS  AND  SUBSIDIES 

Equitable  Share 

17  035  000 

25  107  000 

Financa  Management  Grant 

1 650  000 

1 500  000 

Municrpai  Systems  Improvement  Grant 

890  000 

800  000 

Electrificaticry  INEP 

5 263  099 

11  431  829 

lyiunicipai  tnfrastructre  Grant 

16  522  324 

9 017  676 

Market  Stalls 

2 174  863 

3 213  704 

Smail  Tcjvn  Rehabilitation 

1 884  920 

10  715  080 

EPWP 

1 139  247 

660  753 

Library 

634  000 

393  493 

Sport 

28  999 

Capacity 

34  665 

PubiicTransport;  Uthunguiu 

- 

207  385 

Equitabie  Share:  Uthungulu 

69  656 

49  402 

Clinic 

- 

29  561 

Tourism  and  infbrmatron 

_ 

TotaJ  Govemment  Grant  and  Subsfdies 

47  292108 

63  360  549 

23.1  Equltable  Share 


In  terms  of  the  Constitution,  this  grant  is  used  to  subsidrse  the  provision  of  basic 
servrces  to  rndjgent  commijntty  members. 

23.2  MIG  Grant 

Balance  unspent  at  beginning  of  year 
Current  year  recerpts 
Conditiors  met  - transferred  to  revenue 
Condttions  stlll  to  be  met  - remain  Irabilities 

JNEP  Grant 

Balance  unspent  at  beginning  of  year 
CutTent  year  recerpts 
Conditions  met  - transferred  to  revenue 
Reveiled  back  to  Natronal  Treasury 
CondJtions  stlll  to  be  met  - remain  liabllitles 

23j4  FJnance  Management  Grant 

Balance  jnspent  at  beginning  of  year 
Current  year  receipts 
Conditiors  met  - transferred  to  revenue 
Condltlons  stJII  to  be  met  - remain  liablllties 

23.5  Munictpai  Systems  Intergratron  Grant 
Balance  unspent  at  beglnning  of  year 
Current  year  receipts 

Conditions  met  - transferred  to  levenue 
Conditions  strll  to  be  met  - nemain  Habilftles 

23.6  EPWP-Grant 

Balance  jnspent  at  beglnnlng  of  year 
Cunent  year  receipts 
Conditions  met  - transferred  to  nevenue 
Condrtroris  strlJ  to  be  met  - remaln  llabllltles 

23.7  Library-Grant 

Balance  unspent  at  beglnnlng  of  year 

Curmntysarreoeipts 

Condrtions  met  - transfened  to  revenue 


17  035  000 

25  107  000 

4 035  324 

12  487  000 
(16  622  324) 

13  055  000 
(9  019  676) 

- 

4 035  324 

5 263  099 

(5  263  099) 

10  694  928 

6 000  000 
(736  901) 
(10  694  928) 

5 263  099 

1 690  000 
(1  650  000) 

1 500  187 
(1  500  187) 

- 

890  000  800  231 

(890  000)  (800  231) 


139  247 

1 000  000 

1 000  000 

(1  139  247) 

(880  753) 

- 

139  247 

- 

42  693 

634  000 

364  519 

(634  000} 

(407  212) 

Mthonjaneni  Municipaiity 
NOTES  TO  -mE  FJNANANCIAL  STATEMENTS 
Ibr  the  year  ended  30  June  2014 


Notfi 


Condltlone  stlH  to  be  met  - remain  liabiltties 

23.8  Sport  and  Recreatlon-Grant 

Balance  unspent  at  beginning  of  year 

Current>earreceipts 

Conditions  met  - transierred  to  revenue 

Condtticns  still  to  be  met  - remain  liabilities 

23.8  Small  Town  Rehabilitatlon 

Balance  unspent  at  beginning  of  year 
Current  vear  reoeipts 
Conditions  met  - transferred  to  revenue 
Conditicns  still  to  be  met  - remain  liabilities 

23.10  Ndundulu  Stalls-  Grant 

Balance  unspent  at  beginning  of  year 
Current  >ear  receipts 
Conditiors  met  - transferred  to  revenue 
Conditions  stlll  to  be  met  - remain  liabilities 

23  ^Thungulu  grant 

Jalance  unspent  at  beginning  of  year 
Current  year  reoeipts 
Conditiors  met  - transfenred  to  revenue 
Conditions  stiJI  to  be  met  - remain  liabilities 

24  OTHER  INCOME 

building  plan  fees 
cemeteries 
business  iioertces 
hoardings 
library  fines 
photooop/ing 

rates  clearanoe  certificates 

Rezoning 

subdivislcns 

sundry  tnoome 

swimming  pool 

valuation  certificates 

Fair  value  adjustment  Blological  assets 

Tourism  and  information 

Totai  Otber  income 


EMPLOYEE  RELATED  COSTS 

Empioyee  related  costs  - Sataries  and  Wages 

Employee  related  costs  - Contributions  fbr  UIF,  pensions  and  medrcal  aids 

Travel,  motor  car,  accommodation,  subsistence  and  other  allowances 

Housing  benefits  and  allowances 

Overttme  payments 

Performanoe  and  other  bonuses 

Lon9-ser\'ice  awards 

Other  emoloyee  related  oosts  contributions  fbr  SDL  and  SALGA 
Post  retrrement  medical  benefits 
Employee  Related  Costs 

Less:  transferred  to  discontinued  operations 


There  were  no  advances  to  empioyees 
Remuneration  of  the  Municipal  Manager 
Performance^  and  other  bonuses 

Travel,  motorcar,  accommodation,  subsistence  and  otherallowances 

Contributions  to  UIF,  Medicai  and  Pension  Funds 

Totai 

Remuneration  of  the  Dlrector  Technlcal 

Annual  Renriunera'fibn  ■ ■ 

Performanoe-  and  other  bohiisps 

Travel,  motor  car,  accommodation,  subsrstenoe  and  other  allowances 

ContribLitjonsto  UIF,  Medical  and  Pension  Funds 

Total 


2014 

2013 

R 

R 

_ 

_ 

28  999 

63  664 

(28  999) 

(34  665) 

- 

28  999 

1 884  920 

12  600  000 


<1 884  920)  <10  715  080^ 


- 

1 884  920 

2 174  863 

3 998  931 

- 

2 444  548 

(2  174863) 

(4  268  616) 

- 

2 174  863 

- 

49  402 

69  656 

120  129 

(69  656) 

(169  531) 

- 

- 

1 463  380 

427  866 

11  963 

32  016 

8 795 

10  561 

2105 

2 281 

39  737 

42  623 

974 

31  938 

26  518 

2 920 

2167 

8 772 

8 683 

- 

916  500 

295  857 

5 477 

5 597 

354 

500 

434  108 

600 

1463  380 

427  866 

14  479  497 

12  952  284 

2 430  538 

1 863  377 

f 237  865 

166  272 

417104 

- 

848  249 

- 

- 

274  254 

59  799 

31  955 

176  360 

- 

- 

(180419) 

19  649  413 

15  107  723 

- 

19  649  413 

15  107  723 

723  923 

633125 

- 

98  150 

162  000 

113  520 

10  380 

11  834 

896  303 

856  629 

631 

- 

156  000 

_ 

9 348 

. 

796  940 
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Note 

2014 

2013 

R 

R 

Remuneratlon  of  ttie  Chlef  Flnance  Officer 

Annual  Remjneration 

622  501 

452186 

Perfbmnance-  and  other  tronuses 

- 

88  052 

Tnavel,  motor  car,  acconimodatjon,  subsistence  and  other  allowanoes 

165  000 

106  000 

Contributions  to  UIF,  Medical  and  Pension  Funds 

9 437 

6 201 

Total 

Remuneratlon  of  Corporate  and  Communlty  Services 

796  937 

654  439 

R 

2014 

Annual  Remuneration 

630  088 

463  186 

Perfbrmance-  and  other  bonuses 

. 

88  052 

Travel,  nriOtDrcar,  accommodation,  subsrstenoe  and  other  allowances 

157  506 

95  000 

Contributions  to  UIF,  Medtcal  and  Penslon  Funds 

9 345 

8 987 

Totat 

796  937 

655  225 

26  REMUNERATION  OF  COUNCILLORS 

Aflayor 

328  296 

310  737 

Deputy  Mayor 

278  778 

261  686 

Speaker 

278  778 

261  666 

Executive  Commjttee  Members 

243  584 

243  830 

Coundllcrs 

1 185  344 

1 091  265 

Councillcrs'  pension  and  medical  aid  oontributions 

285  503 

266  191 

MPAC  Chaiiperson 

242  912 

231  001 

Toftal  Councillors'  Remuneratton 

2 843  195 

2 666  396 

Mayor 

Salary 

213  606 

207  599 

Travel 

87  269 

84  325 

Cell 

20  668 

12  396 

Data 

3 600 

3 600 

med  Aid 

Pension 

- 

Skills 

2 953 

2 817 

Deputy  Mayor 

328  296 

310  737 

Salary 

182126 

175  983 

Travel 

69  815 

67  460 

Cell 

20  868 

12  396 

Data 

3 600 

3 600 

med  Aid 

Pension 

_ 

Skrlls 

2 369 

2 247 

Speaker 

278  778 

261  686 

Salary 

182126 

175  983 

Travel 

69  815 

67  460 

Cell 

20  868 

12  396 

Data 
med  Aid 

Pension 

3 600 

3 600 

Skills 

2 369 

2 247 

278  778 

261  686 

Executive  Coinmittee  Members 

Salary 

151  426 

162  479 

Travel 

65  452 

63  244 

Cetl 

20  668 

12  396 

Data 

3 600 

3 600 

med  Aid 

_ 

Pension 

_ 

Skills 

2 238 

2111 

243  584 

243  630 

MPAC  Chairperson 

Salary 

156  429 

153  984 

Travel 

59  964 

59  027 

Cel) 

20  868 

12  396 

Data 
med  Aid 

3 600 

3 600 

Pension 

Skills 

2 051 

1 994 

Mthonjaneni  Municipality 
NOTES  TO  THE  FJNANANCIAL  STATEMENTS 
fbr  the  year  ended  30  June  2014 

Note  2014  2013 

R R 

242  912 231  001 


In-KJnd  Beneflts 

The  Mayor,  Deputy  Mayor,  SpeaJcer  and  Commrttee  Members  are  part-time.  They 
are  provded  witJi  an  office  and  secretanal  support  at  the  cost  of  the  CounciJ. 

The  IVlayor  has  use  of  the  CounciJ  owned  vehicie  tbr  officiai  duties.The  Mayor  and 
the  Speaker  has  01  fuil-time  bodyguard  and  01  diiver  respectiveiy. 

27  DEPRECJATION  AND  AMORTISATION  EXPENSE 
Ref. 


8 Praperty.  piant  and  equipment 

(3  010  787) 

(3173  618) 

9 intangibie  assets 

(21  219) 

(21  058) 

10  investment  praperty  carried  at  cost 

(40  829) 

(4  282) 

Total  Depneclatlon  and  Amortisatlon 

(3  072  83S) 

(3  198  958) 

28  BULK  PURCHASES 

'Jectridt/  pius  free  basrc  electricrty 

16  887  374 

14  295  429 

.otal  Buik  Purchases 

29  CONTRACTED  SERVICES 

Contracted  services  fbr; 

16  887  374 

14  295429 

Rural  Metro 

1 746  896 

1 465  451 

Traf^c  Management  Technotogy 

2 294  046 

1 738  890 

30  GENERAL  EXPENSES 

464bd41 — 

i 204  34i 

Jncluded  in  generai  expenses  are  the  fbilowing:- 

Advertisrrg 

238  745 

262  321 

Admin  fees 

1 045  321 

Audit  fees 

1 274  703 

900  000 

Sundries 

316  983 

Bank  cha^es 

143  416 

138  092 

Bursaries 

80  000 

13  936 

Cieaning  / chemicals 

267  760 

107199 

Corrferences  and  traveiling 

388  616 

567  138 

Connection  charges 

. 

Warti  comrrrttees 

379  052 

Refuse  bags 

541  350 

Slores  ard  materials 

190  368 

Consulting  fees 

- 

29  640 

Public  partlcipation 

370  378 

Staff  weihess 

89  766 

Pauper  butials 

140  215 

Contract  abour 

1 342  267 

810  693 

Cultural  / Sports  actlvities 

251  383 

240  135 

Debt  collection  oommission 

. 

Departmental  consumption  & Free  basic  electricrty 

- 

309  574 

Disaster  management 

141  192 

17  671 

Indlgent  s-jpport 

28  553 

1 500  000 

Fuel  and  oil 

423  037 

491  845 

Insurance 

198  263 

229181 

Legal  expenses 

116  573 

29  828 

Levres  paid 

- 

2 802 

Licence  tees  - vehicles 

- 

11  300 

Job  evaluation  Jicence 

_ 

Lrcence  fees  - computers 

- 

126  924 

Membership  fees 

- 

45  870 

Food  fbr  v;aste 

473  385 

Parking 

. 

Postage  and  telephone 

623  275 

586  593 

Printing  and  stationery 

300  581 

310  505 

Pralessional  lees 

176  400 

LED  prajects  / ward  prajects 

18  580 

Rental  of  offfce  equipment 

14  781 

Other  renrals 

- 

30  096 

Tourism 

38  622 

Security  costs 

978  052 

724  399 

Skills  deveJopment  levres 

- 

781  449 

Finandal  nanagement 

1 326  742 

Youth  acti/ities  / other 

132  809 

Grant:  Sport  and  recreation 

21  003 

11432 

Stocks  and  materiaJ 

- 

308  107 
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Note  2014 

2013 

R 

R 

Subscnb'Jon  & publication 

571  977 

460  468 

Tnaining 

329  060 

Transport  clalms 

189  969 

61  056 

Travel  ard  SLibsistenoe 

236  380 

91  552 

Unrforms  & cveralls 

208  066 

318  017 

Valuatlor  oosls 

. 

187  053 

Water  ard  Sanitation 

351  990 

Minor  assets 

758  638 

8 644  573 

Small  tovm  rehabilitation 

1 166153 

Library  expenses 

632  041 

Systems 

854  091 

Staff  devsiopment 

51  255 

EPWP 

t 118  396 

Inspectlon  fees 

3 152 

Wodc  mens  compansation 

103  341 

Grant  in  ard 

39  900 

Wards  projects 

44  880 

Infbnmal  traders 

100 

Contributon  to  provisions 

18  996  507 

2 619  027 

Awareness  and  campaigns 

40  023 

35  858  540 

22  886  028 

Less:  Transferred  to  discontinued  operations 


35  859  540  22  886  028 


Adjusmert  to  leave  pay  provision,  adjusment  to  landfill  slte  rehebilitation  provision 
and  Allowance  fbr  impairments  have  been  reclassified  as  general  expendlture.  The 
effect  of  the  reclassrflcation  on  the  comparative  figures  is  sammarised  below: 

Statement  of  Flnancial  Perfbrmancd 

General  expendrture 
Adjustments  to  leave  pay  provisions 
Adjustments  to  landflll  slte  rehabilitation  provisions 
Allowance  fbr  debtors  Impalrments 
Accumnnulated  surplus 

31  GAIN  / fLOSS)  ON  SALE  OF  ASSETS 

Property,  Dlant  and  equipment 
Total  Galn  / (Loss)  on  Sale  of  Assets 


2 619  028 
(19  056) 
(2  517  120) 
(82  85 1) 


43  396 (257) 

43  396  (257) 


^ASH  GENERATED  BYOPERATIONS 


Surplus/(c:effcjt)  fbrthe  year 

11  967  349 

34  540  498 

Adjustmert  for:- 

_ 

Depreciatbn  and  amortisation 

3 072  835 

3198  958 

(Gain)  / loss  on  saie  of  assets 

(43  396) 

257 

Contribution  to  retlrement  benefit  obligatron 

(68  000} 

(233  851) 

Contiibutlon  to  long  service  awards  liability 

52  000 

10  608 

Contribution  to  provisions  - current 

17  194  778 

935  855 

Investment  income 

Finance  costs 

(3  409  693) 

Fair  value  adjustments 

(434  108) 

_ 

Impairmert  loss  / (reversal  of  impairment  loss) 

1 767  654 

- 

Other  non-cash  item 


Operating  surplus  befbre  working  capital  changes; 

33  509  112 

35042  632 

(Increase)  decrease  In  inventories 

(212  208) 

(156  601) 

(lncrease>decrease  In  trade  recelvables 

(310  381) 

(963  297) 

(lncrease)/decrease  in  other  reoeivables 

Oncrease).decrease  in  VAT  reoelvabte 

(12  630  774) 

(980  975) 

Increase/(decrea3e)  in  oonditional  grants  and  receipts 

(13  526  452) 

13  662136 

lncrease/(decrease)  In  trede  payables 

(135115) 

(55  653) 

lncrease/(decrease)  in  oonsumerdeposits 

203  020 

incraase/  (decrease)  in  long  term  liabilfties 

. 

- 

increase/  (decrease)  in  provisions 

2134  660 

(6  353) 

Cash  generatied  by/^utilrsed  in)  operations 

8 828  841 

46  754909 
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Note 


2014  2013 

R R 


33  CASH  AND  CASH  EQUEVALENTS 

Cash  ana  cash  equivalents  included  in  the  cash  flow  statement  comprise  the 
fbllowing; 


Bank  balances  and  cash 

20  266  665 

721 

CaJl  investment  deposits 

25  870  397 

67  040  000 

Net  cash  and  cash  equivaleiits 

46  137  063 

67  040  721 

34  Repalrs  and  malntanance 

Buildings 

547  170 

547  587 

Compute^ 

40  438 

32  597 

Equipment 

327  349 

395  785 

Roads  ard  sidewalKs 

399  903 

284516 

Refuse  s te 

307  782 

400  000 

Vehicles 

455  091 

531  508 

Rural  grass  cutting 

37160 

. 

2114  693 

2 191  992 

UNAUTHORISED,  IRREGULAR,  FRUITLESS  AND  WASTEFUL  EXPENDITURE 

35  DISALLCWED 

35.1  Uneuthorfsed  expenditune 

Reoonciliatron  of  unauthorised  expenditure 

Opening  balance 

638  890 

Unauthorised  expenditure  currentyear 

19  564  161 

636  890 

Approved  by  Coundl  or  oondoned 

Transfer  to  reoeivables  fer  necovery 

(638  890} 

- 

Unauthorised  expenditure  awaiting  authorfsatron 

19  564  161 

638  890 

The  municipajity  changed  rts  accounting  policy  regarding  the  accounting  of  traflc 
fines.  Under  GRAP  23  trafic  fines  must  be  accounted  fbr  on  accrual  bases  at  the 
transacticn  date.  This  has  resulted  to  a huge  increaes  in  neceivables  from  trafic 
fines,  anc  a provision  for  bad  debt  which  was  not  budgeted  fbr  was  made. 


35.2  Irregular  Expenditure 

Reconcjliation  of  inegular  expendrture 

Opening  balanoe 
Inregular  expendrture  current  year 
Approved  by  Council  or  oondoned 
Transfe:  to  reoeivables  for  necovery 
Irregular  expenditure  awarting  authorisation 

In  terms  cf  sectron  29(2)  of  the  SCM  Regulations,  a Bid  Adjudication  Committee 
must  conslstof  at  leastfbr  senior  managers  of  the  munipality.  Mthonjaneni 
municipajity  is  a low  capacity  munidpality  with  only  three  senior  managers  therefbre 
all  expenditures  Incurred  through  compettitive  biddrng  process  amounting  to  R32 
782  431.31  are  regarded  as  jrregular  expenditure. 

The  municipality  have  further  deviated  from  supply  chain  pnooesses:  Three 
quotations  not  obtained  and  deviated  fbr  the  reasons  that  do  not  meet  the  definition 
of  deviaticn  amounting  to  R1  064  470.83  in  total. 

35.3  Fruitless  and  wasteful  expenditure 

Reconciljetion  of  fhjitless  and  wasteful  expenditure 
Opening  talance  - 

Fmitless  and  wasteful  expenditure  current  year 

Condoned  or  written  off  by  Coundl 

To  be  recovered  - contingent  asset 

Fruitless  and  wasteful  expenditure  awalting  condonement 

36  Collectlon  Cost 
Collectron  Cost 


34  843  192 


34  843  192 


827 

827 

- 

58  970 

- 

58  970 

Page  38 


Mthonjaneni  Municipality 
NOTES  TO  THE  FINANANCIAL  STATEMENTS 
fbr  the  year  ended  30  June  2014 

Note  2014  2013 

R R 

ADDITICNAL  DISCLOSURES  IN  TERMS  OF  MUNICIPAL  FINANCE 
MANAGEMENTACT 

37.1  ContribLtJons  to  organised  local  govemment 
Opening  balance 


Council  subscriptions 

256  151 

400  000 

Amount  paic  - cunent 

(256151) 

(400  000) 

Amount  oaid  - previous  years 

Balance  unpald  (Included  In  payables) 

(0) 

- 

37.2  Audit  fees 

Opening  balance 

45  433 

_ 

Current  )ear  audit  fee 

928  766 

900  000 

Amount  paid  - current  year 

(928  766) 

(854  567) 

Amount  paid  - previous  years 

Balance  unpaid  (included  in  payables) 

(45  433) 

0 

45  433 

37.3  PAYE  ard  UIF 

jpening  balanoe 

Cunent  >ear  payroll  deductions 

3 219  413 

2 587  495 

Amount  pard  - current  year 

(3  219  413) 

(2  587  495) 

Amount  paid  - prevlous  years 

Baiance  unpald  (included  in  payables) 

- 

- 

37.4  Pension  and  Medical  Aid  Deductions 

Opening  :>a[ance 

Current  year  payroH  deductions  and  Council  Contributions 

4 045  191 

3 291  039 

Amount  paid  - current  year 

(4  045191) 

(3  291  039) 

Amount  paid  - previous  years 

Balance  unpald  (Included  rn  payables) 

(0) 

- 

37.5  Councillor’s  arrear  consumer  accounts 

The  follcK'/ing  Councilbrs  had  arrearaccounts  outstanding  fbr  more  than  90  days  as 

Outstandlng 
less  than  90 

Outstanding 
more  than  90 

at:  - 

TOTAL 

davs 

davs 

ae  at  31  Mareh  2014 

Speaker  Councillor  Jiyane 

17  534 

R 

326 

R 

17  208 

Councillor  Masikane 

392 

81 

310 

Total  Councillor  Arrear  Consumer  Accounts  _ 

17  925 

407 

17  518 

^s  at30  June  2013 

Speaker;  Councllior  Jryane 

16  974 

2 589 

14  385 

Councillor  Masikane 

110 

110 

. 

T otal  Councillor  Arrear  Consumer  Accounts  _ 

17  084 

2 699 

14385 

During  the  year  the  following  Councillors  had  arrear  aocounts  outstanding  fbr  more 
than  90  days. 

Highest 

Amount 

Outstandlng 

R 

Ageing  Days 

as  at  31  Mareh  2014 

Speaker:  CouncillorJiyane 

17  208 

180+days 

as  at  30  June  2013 

Speaker;  Councrllor  Jiyane 

13  380 

730  days 

37.6  Deviatior.  from  Supply  Chain  Management  Processes 

The  Municipalrty  has  deviated  from  SCM  Processes,  the  devfations  were  sent 
quartely  tc  the  MayorThe  total  amount  the  Municipality  incurrBd  when  procured 
these  goc ds  and  services  amounted  to  R 2 096  000.78 

The  fbllowing  is  the  summary  of  the  deviations  catagorised  by  vahous  reasons 

Emengency  1 102  944 

Total  Deviation  1 102  944 
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Note  2014  2013 

R R 

38  Buslnesses  in  servlce  of  the  state 

The  municipaiity  have  done  business  with  entities  whose  connected  persons  are  in 
the  servjces  of  the  state. 


Suppier 

2014 

2013 

Mahlabathini  Building  supplies 

41  780 

Bizee  Ccrp  90 

2 177.40 

Golden  Rewards  94cc 

1 055.61 

3 233.01 

41  780 

39  CAPITAL  COMMITMENTS 

Commitments  in  rsspect  of  capital  expendlture 

- Approved  and  contracted  for 

884  393 

50  731  187 

infnastructure 

884  393 

47  802  403 

Communlty 

- 

2 928  784 

Heritage 

- 

Other 

- 

Approved  but  not  yet  contracted  fbr 

5 564  000 

jfrastructure 

- 

5 564  000 

Community 

- 

Heritage 

Other 

- 

Total 

884  393 

58  295  187 

This  expenditure  wili  be  financed  from: 

- External  Loans 

. 

- Government  Grants 

884  393 

53  366  403 

- Own  resources 

- 

2 928  704 

' Distrrct  Coundl  Grants 

. 

884  393 

56  295  107 

40  Operating  leases 

At  the  reporting  date  the  entity  has  outstanding  commitments  underoperating 

leases  which  tall  due  as  fbllows: 

0|}eratlng  leases  - lessee 

Within  one  year 

47  511 

34171 

In  the  second  to  fifth  year  inciusive 

31  674 

After  five  years 

. 

. 

rotal 

79  185 

34171 

The  future  minjmum  lease  payments  receivable  under  operating  leases  fbrthe 

actual  neceivables  are  as  follows: 

Not  laterlhan  1 year 

140  000 

316  000 

Later  than  1 year  and  no  laterthan  5 years 

560  000 

Later  than  5 years 

606  667 

_ 

1 306  667 

316  000 

Operating  lease  payments  irelate  to  lease  of  switch  boards  line. 

Operating  lease  payments  reoeivables  relate  to  rentals  fbr  the  oommonage,  vacant  land 

41  ANALYSIS  OF  THE  RESULT  OF  DISCONTINUED  OPERATIONS 

Clinic  services 

Inoome : Govemment  granls  and  subsidies  [ 

- 

29  561 

Expenditure:  employee  related  costs  [ 

- 

-16  243 

Net  (deficlt)/8urplus  from  dlscontinued  operations 

- 

13318 

42  RETtREMENT  BENEFIT INFORMATEON 
42.1  DeHned  contributlon  plan 

The  Municipality  operates  on  an  accredrted  medical  aid  scheme,  namely  key  Heaith. 

The  Pentioners  continue  on  the  optton  they  belonge  to  on  the  day  of  their  retirement. 
The  Independent  vaiuerZAQ  consuitants  and  Actuaries  carried  out  actuariai 
vaiuation  as  at  30  June  2014. 

Details  of  oroject  team 
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Note 


Project  Leader:  Neil  Fourries 
: Senior  Ectuary 

: l^ember  of  FASSA,  CERA  and  a registered  retirement  fund  valuator 
: Over  8 year  experianoe 

Projecl  f/ianager : Pieter  Wasserfali 
: Actuaiiai  Specialist 
: Quallfied  actuary 
: Over  8 years  of  experience 

Project  Administrative  Assistant : Johan  Scholtz 
: B.Comm  (Hons) 

: 3 years  experience 


2014  2013 

R R 


The  Prin^rpal  actuarial  assumptions  were  as  fbllows: 


Post-employment  medical  benefits 

The  muricipality  operates  on  an  aocredited  medical  aid  scheme,  namely  KeyHealth 

Discount  rate  per  annum  6.94%  7.75% 

ealtli  care  cost  rnflation  rate  8.05%  5.00% 

^enchmark  inflation  (equal  to  salary  inflation)  7.05%  7.00% 

Average  retirement  age  63  48.6 

Portron  of  retired  members  who  are  married 

Active  menɓers  7 j 

Mortality  during  employment 
Mortality  post-retirement 

(No  dxplidt  assumptlon  was  made  about  additional  moftality  or  health  care  coste  due  to 
AIDS.) 

The  amojnt  recognised  in  the  Statememt  of  Financlal  Position  were  deteimined  as  1 439  000  1 507  000 


The  amojnt  recognised  in  the  Statememt  of  Financlal  Position  were  deteimined  as  1 439  000  1 507  000 

being  the  present  value  of  the  obligation: 

Movemert  in  the  defined  benefit  oɓligation  is  as  follows: 


Balance  at  the  beginning  of  the  year 

1 507  000 

1 740  851 

Current  service  cost 

91  000 

114  824 

Interest  ccst 

121  000 

133  354 

Benefit  payments 

-44  000 

-41  000 

Actuarialfgains)los3es 

-236  000 

-441  029 

Reoogniti  on  of  previosly  unrecognised  defined  benefrt  liabrlty 

Balance  at  end  of  year 

1 439  000 

1 507  000 

The  amoLHt  recognised  in  the  Statement  of  Frnancial  Perlbmance  were  as  tbllows: 

Current  service  cost 

91  000 

114  824 

Interest  oost 

121  000 

133  354 

^enefrt  payments 

-44  000 

-41  000 

Actuarial(gains)losses 

-236  000 

-441  029 

Total,  indjded  in  employee  benefits  expense  (Note  16) 

-68  000 

233  851 

Long  service  awards  liabilrty 


The  munidpality  has  an  oblrgation  wrth  respect  to  their  employees  in  recognition  of 
long  pericds  of  service. 

Employees  receive  additional  leave  in  respect  of  long  service  awarids.The 
independent  valuers,  Alexander  Forbes  Financial  Servioes  (Pty)  Ltd.carried  out  a 
actuailal  vafuation  as  at  30  June  2013. 

The  princbal  actuarjal  assumptions  used  were  as  fbllows: 

Discount  rate  per  annum 

7.96% 

7.40% 

Inflation  rste 

6.33% 

5.66% 

Salaty  tnciease  rate 

7.33% 

6.66% 

Benchmark  jnfIation(equal  to  salary  infjation) 

0.59% 

0.69% 

Average  retirement  age 

63 

63 

Average  fjture  working  lifetime  of  active  members 

Active  members 

94 

16.85y€ars 

90 

Pre-retirement  mortality  rate 

(No  explicit  assumption  was  made  about  additional  mortality  or  health  care  costs 
dueto  AID3.} 

Percentage  of  in-service  wuthdrawing  befbre  retirement: 

Age 

Withdrawal  Rate  Wrthdnawal  Rate 

20-24 

Females  Males 

16% 

24% 

25-29 

12% 

18% 

30-34 

10% 

15% 

35-39 

8% 

10% 

40-44 

6% 

6% 
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Note 

45-49 

50-54 

56+ 

RETIREMENT  BENEFJTS  (Continued) 

42.2  Long  servlce  awards  liabilrty 

The  amcunt  reoognised  in  the  Statement  of  Finandal  Posftion  were  detenmines  as 
being  the  present  value  of  the  obligation: 

Movemeit  h the  defined  benefft  obligation  is  as  fbllows: 

Balanoe  at  the  beglnning  of  the  year 
Current  sen/lce  cost 
Interest  Oost 
Benefit  Fayments 
Auctunal(gains)/Losses 

Recogni:ion  of  previously  unrecognised  defined  benefit  fiabilrty 
Balance  at  the  end  of  year 
Otal  Retirement  benefit 

Less:  Transferto  non  current  liabrlities  held  for  sale 
Oeflned  benefit  pfan  obJrgations 


2014  2013 

R R 


4% 

4% 

2% 

2% 

0% 

0% 

857  000  805  000 


The  amc jnt  recognised  in  the  Statement  of  FtnanciaJ  Perfbimance  were  as  folfows 

Cuirent  Service  cost 
Interest 

Benefit  Payments 
Actuarial  (gains}/losses 


43  ELECTRICITY  DISTRiBU'nON  LOSSE5 

Unlts  lost  ( kiiowats) 

Units  lost  ( sales  piice  per  kilowatts-rands) 

Units  lost  (purttase  piice  per  krlowatt) 

Units  lost  percentage 

Although  jnits  per  kilowatts  were  lost  in  distributron,  the 
efectridty  service  experienced  a surplus  of: 


104  000 

118  878 

63  000 

69  467 

-90  000 

-8  560 

-25  000 

-156  391 

52  000 

23  394 

1 562  888 

1 545  132 

1 270  628 

1 514  229 

693  141 

525  345 

6.39% 

9.45% 

1 144  631 

1 704  764 

44  RELATED  PART1ES 

Compensation  to  councillofs  and  other  key  management  (nefer  to  note  25  & 26} 


The  fbllo.ving  coundlfors  and  key  management  owes  the  muniGipality  In  respect  of 
tfie  trafFicflnes  as  at  30  June  2014 


Surname 

fnitlals 

Poeition 

Ainount 

Mnguni 

RP 

Municipal  Manager 

7 950 

Buthelezl 

GB 

Director  Corporate 

100 

Slmamane 

TN 

CFO 

0 

Xulu 

PT 

DrrectorTechnical 

0 

8 050 

Sumame 

fnitials 

Tltle 

Amount 

Jiyane 

N A 

Speaker 

2 650 

Biyela 

M N 

Ward  4 Cllr 

0 

Ndlangamandla 

MN 

Mayor 

3 250 

Khuzwayo 

SM 

WaTd3Cllr 

0 

Mgenge 

NE 

Ward  5 Cllr 

1 800 

Zungu 

HK 

PR 

2 700 

Masikane 

EM 

Ward  1 ClJr 

200 

Gumede 

G VP 

Deputy  Mayor 

8 00 

Ntombela 

PE 

Ward  2 Cllr 

2 160 

Zulu 

MS 

PR 

150 

Bryela 

SBK 

PR 

2 300 

16  000 
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45  RISK  MANAGEMENT 

45.1  Maxlmum  credlt  risk  exposure 

Credlt  risk  consrsts  mainly  of  cash  depDsits,  cash  equrvalents  and  trade  debtors. 
The  muricipality  only  deposits  cash  witti  major  banks  wfth  high  quality  credit 
standing  and  limits  exposure  to  any  one  counter-paily. 


2014  2013 

R R 


Trade  receivables  compiise  a widespread  customer  base.  Management  evaluates 
cnedit  risk  relating  to  customers  on  an  ongoing  basis.  If  customers  are  independently 
rated,  these  ratings  are  used.  Otherwise,  if  there  is  no  independent  rating,  risk 
control  assesses  the  credit  quality  of  the  customer,  taking  into  account  rts  ftnancial 
posrtion,  past  experience  and  other  factors.  Individual  risk  limlts  are  set  based  on 
intemal  cr  extemal  ratings  in  accordanoe  with  iimits  set  by  the  board.  The  utilisation 
of  credit  limits  rs  regularly  monitored.  Sales  to  netail  customers  are  settled  in  cash  or 
using  ma;or  credit  cards.  Credit  guarantee  insurance  is  purchased  when  deemed 
appropriate. 

Financial  assets  exposed  to  credit  risk  at  year  end  were  as  fbliows: 

.nvestments 

Cash  and  cash  equrvalents 
Trade  and  other  receivables 


57  843  236  74  878  864 


25  870  397 

67  040  000 

20  266  665 

721 

11  706  173 

7 838  143 

45.2  Liquidityrisk 

Liquidity  risk  refers  to  the  ability  of  an  entrty  to  meet  its  obligations  associated  with 
financial  liabilities.  The  municipality's  Irquidity  risk  peiiains  to  whetherfunds  are 
avaiiable  lo  cover  futune  commitments.The  municipaiity  manages  iiquidity  risk 
through  an  ongoing  review  of  future  commitments  and  credit  oɓligations. 

Cash  flow  torecasts  are  prepared  and  adequate  utilised  boirowing  tocilrtres  are 
monitored. 

Financial  iabilrties  exposed  to  credit  risk  at  year  end  were  as  tollows 

Financial  liabilities 

Trade  and  other  payables  from  exchange  transaction  ^710  472 


46  Change  In  Accountlng  Policy 


46.1  Employee  beneflts 


The  municipality  changed  its  accounting  policy  ffom  lAS  19  to  GRAP  25  employee 
benefits  with  no  effect  on  the  frnanci'al  information  prevrouly  repoited  other  than  an 
additional  disclosure  in  in  terms  of  GRAP  25. 

46.2  GRAP  31  Intangable  assets 

The  municipaiity  changed  its  accounting  policy  from  GRAP  102  to  GRAP  31 
intangable  assets  with  no  effect  on  the  financial  intormatron  previouly  reported  . 

46.3  IGRAP  1 


The  municipalify  has  applied  IGRAP  1 in  the  2013-2014  financial  year  and  the 
change  in  accounting  policy  has  been  applied  prospectively  as  per  ASB  wrth  no 
effect  on  tne  financial  ntormation  previously  repoiled. 

47  CHANGE IN  ACCOUNTING  EST1MATE 

The  usefui  life  of  certain  Property  plant  and  equipment  was  estimated  to  be  4, 5, 7, 
and  10  years.  in  the  current  period  management  have  revised  their  estimate  to  6, 8, 
and  12  years.  The  effect  of  this  revisjon  has  decneased  the  deprecrafion  charges  by 

In  the  current  year  r 30  739 

In  the  future  periods  R 737  737 
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Note  2014 

R 

46  CORRECTION  OF  ORIOR  PERIOD  ARROR 
48.1 

Dunng  the  year  ended  30  June  2012  and  previous  yeara , PPE  and  other  assets 
were  inocrrectly  reoognised  > 


Depreciaiion 

Net  effect  on  surpfus/(deficity)  for  the  year 
PPE 

Net  efllect  on  Staiement  of  Financial  Position 
Net  eflect  on  Accummufated  surplus  opening  balance 


46.2  Ravenue  from  trafic  frnes 

Previousiy  the  municipality  had  applied  GRAP  9 to  account  fbrtraffic  fines  and  fbr 
the  reporting  period  on  or  afler  30  April  2012  GRAP  23  became  effecttve.  The 
munidpaiity  did  not  apply  GRAP  23  in  2013  finandal  year  as  it  was  suppose  to  have 
ione  but  cniy  applied  it  during  2014  financial  year.  This  has  resulted  to  the 
jrrectior.  of  prior  period  error. 


The  comection  of  prior  period  error  has  the  foliowing  eflect  on  the  trade  and  other 
receivables  from  non-exchange  transactions  and  aocumulated  surplus  fbr  previous. 

46.2.1  Trade  lecelvables  from  non-  exchange  transactions 

Balance  previously  published  as  per  AFS  30  June  2013 

GRAP  23  Impiementation  - Traffrc  fines 

Traffic  fines  payments  received  during  the  year  of  2013 

Balance  now  published  as  per  AFS  30  June  2013 

46.2.2  AccumuJated  surplus 

Balance  previousty  published  as  perAFS  30  June  2013 

GRAP  23  Implementation  - Trafllc  fines 

Trafflc  finas  payments  reoeived  during  the  year  of  2013 

Balance  now  published  as  per  AFS  30  June  2013 

49  Contlgent  Llabilfty 

An  amount  of  R1  540  000  is  used  as  guarantee  to  Eskom  in  relation  of  the  electricity 
supply.  The  amount  would  be  payable  to  Eskom  should  the  munidpality  fail  Id  pay. 


5 312  552 
11  369  746 
(2  462  000) 

14  220  298 


176  029  651 
11  369  746 
(2  462  000) 

184937  297 


2013 

R 


-4133948 

-4133940 

5210968 

5210968 

-1077020 
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asatSQ  June  2014 
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